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EGYPT 


MINISTER OF INDUSTRY INTERVIEWED 
Cairo UKTUBAR in Arabic No 319, 5 Dec 82 pp 60-61 


[Interview with Fu'ad Abu-Zaghlah, Minister of Industry and Mining by Muhsin 
Hasanayn; date and place not specified] 


[Text] UKTUBAR interviewed engineer Fu'ad Abu-Zaghlah, minister of industry 
and mining, on problems of production and ways of increasing it. The minister 
gave UKTUBAR, for the first time, a complete outline of the ministry's plans 
in all fields as well as details on investments in the various sectors of 

the economy. 


The minister spoke very candidly about all aspects of the shortcomings of our 
production units and what the ministry intends to do about them. He also 
answered all the questions raised in the articles published by UKTUBAR in 
this series of 10 recommendations for boosting production. 


The minister stated frankly that whoever called our public sector a warrior 
in need of rest is wrong because this sector is the prop of the national 
economy and it will remain a warrior in the field, but it does not need to 
rest. 


The minister in the interview touched on the priorities in boosting production. 
President Mubarak also mentioned them in his address at the Third General 
Congress of the National Democratic Party. He said these priorities embrace 
food, clothing, (and shelter) and there are comprehensive national plans for 
stimulating and boosting production in these three sectors. 


The minister also spoke about the queuing phenomenon in our lives and when 
it will finally disappear. He said there are complete plans for expanding 
the production of all kinds of cigarettes acceptable to the people. On the 
other hand, the production of the other stagnant kinds will be halted. 


He stated clearly that there is nothing to prevent the private sector from 
launching projects to produce cigarettes since he has allowed the production 
of other kinds of tobacco like mu'assal (mild sweetened tobacco). But he 
warned of many problems that the private sector could face in this field, 
especially the raising of capital. 























The minister revealed the reasons for rejection of the proposal of the 
international Rothman Company to manufacture cigarettes in Egypt. He said 
the company wanted to raise the price of a pack to 85 piasters. 


Let us now review together the details of our interview with Minister of 
Industry, Fu'ad Abu-Zaghlah. 


Priorities for Boosting Production 


President Mubarak said in his speech before the Third General Congress that 
it is necessary to set priorities for boosting production and to begin with 
the particular sectors that serve the basic needs of the population. 


[Hasanayn] Which, in the opinion of the ministry of industry, are the sectors 
where it is necessary to begin to increase production in the industrial sector. 
And does the ministry have a specific, provisional plan for this purpose? 


{[Abu-Zaghlah] The president's goal is to produce goods in abundance and 

of high quality to satisfy the demands of the people. We must therefore ask 
ourselves "What do we as citizens and producers need from the government?" 
Our basic needs are, of course, clothing, food, and shelter. Let us review 
together what we have done and are doing to boost production in these three 
basic sectors to satisfy the demands of the people. 


As for clothing, we import most of our ready-to-wear clothes. The citizens 
“o not find locally manufactured shirts and suits tht fit them. So too 

the ladies. This is the situation at a time when we grow the finest cotton 
in the world. Therefore, President Mubarak personally concerned himself with 
this field. He asked us to concentrate on making ready-to-wear clothes, 

and he has been following the developments himself one by one. 


The plan drawn up for the manufacture of yarn and fabric aims at total 
industrialization of Egyptian cotton and supplying the ready-made clothes 

needs of the local market. We began to hold intensive meetings with officials 
in the yarn and fabric sectors to study the situation. Unfortunately, however, 
we found the yarn and fabric mills to be run down. The machines are old, and 
38-year-old machines cannot be expected to produce for us good quality yarn. 

If the yarn is bad, the fabric is bound to be defective. It would be wrong 

to make ready-to-wear clothes because they require cloth that is 100 percent 
free from defects. 


So to introduce the production of ready-to-wear clothes, we had to repair 

the existing factories. We therefore began with replacement and modernization 
operations. Reasonable investments were made for this purpose and also to 
complete the projects already begun as well as those which were halted for 
lack of investment capital. Likewise, we obtained investments to complete 
these projects in order to start up production quickly. 


We limited the volume of cloth available and what we could produce, and we 
studied imported samples for a worker's clothing project. 














We began by producing 15 million items divided equally between the public 
and the private sectors for the clothing project for government workers and 
university students. The quantity is expected to increase to 20 million 
items, 


We undertook to deliver quantities for tiie ministry of supply for distribution 
within the framework of the worker's and student's clothing project. 


We expect to suspend the importation of ready-made clothes for the worker's 
clothing project, which is to cost 50 million pounds during the next 2 years, 
God willing. 


At the same time we are implementing an expansion, replacement, and moderniza- 
tion plan for increasing the output of fabric and expanding the manufacture 

of ready-to-wear clothes so that there will be an ample supply by the end of 
the 5-year plan to accommodate all levels and tastes. We invited the private 
sector to participate fully in this activity because it is able to do so. 


We do not ask the Egyptians to buy local products alone. They should also 

do so out of self-interest because after they compare our products and prices 
with those of imports or with what they can buy abroad, they will definitely 
choose local products. 


Food Security Projects 


[Hasanayn] The minister of industry proceeded to talk about the sectors 
that have a priority for increasing production at the present time. 


[Abu-Zaghlah] Food is one of the principal sectors on which we are expanding 
the maximum effort to increase production, e.g., sugar. Our sugar consumption 
is increasing from year to year. At one time we exported more than we needed 
but are now importers. We must therefore expand the growing of sugar cane 

and study another crop for sugar production. In fact, we have turned to 

the exploitation of beets. 


There is a comprehensive plan to replace or modernize our old sugar refineries 
because they are in very poor condition. We have made good progress in this 
connection. We are also working to complete the current projects or organi- 
zing new ones that rely on the available sugar cane in Upper Egypt and on 
beets in the Delta. We expect to increase in this way our sugar production 

to meet local needs and end imports. 


We also import large quantities of edible oils to satisfy the steadily 
rising demand because our production is insufficient. We have therefore begun 
to search for new sources besides cottonseeds from which oil can be extracted. 


We have begun to cooperate with the ministry of agriculture in the extraction 
of edible oil from sunflower seends and soybeans. This will eventually lead 
to an increase in the output of edible oils as well as fodder. Complete 
nationwide plans have been drawn up to increase our production of canned 

food, various juices, table salt, ammonia, glucose, and all kinds of biscuits 
and chocolate, and dairy products. Moreover, we will soon propose new kinds 
of detergents manufactured locally and other specifically for washing machines 
at reasonable prices instead of importing them from abroad. 




















Boosting Cigarette Production 


[Hasanayn] Engineer Fu'ad Abu Zaghlah then turned to the efforts being made 
to boost our cigarette production. 


[Abu-Zaghlah] We have drawn up an emergency plan to end the queuing up for 
cigarettes by next June at the latest because the plan's objective is to 
boost production by 12 billion cigarettes a year, i.e., by 33.3 percent over 
the 1982-1983 plan or by an average of 40 million cigarettes a day. Conse- 
quently the annual output will rise from 36 to 48 billion cigarettes a year. 
At the same time we are running a study on the possibility of building a new 
plant designed to double the annual output. 


[Hasanayn] But we have heard, sir, that there are proposals from international 
companies to manufacture cigarettes jointly with a Middle Eastern company. 
What has been the fate of these proposals? 


[Abu-Zaghlah] Actually, Rothman joined with us in a proposal and after 
Studying it for a year and a half, we signed contracts and agreements. We 

were then surprised by strange demands from Rothman, such as lowering the 
government tax on cigarettes and increasing the price of a pack to 85 piasters. 
We found this was not in the consumer's interest at all. It was a waste of 
time. We decided to abandon the Malborough proposal, which we found not 

to be a serious one. 


At any rate, the manufacture of cigarettes is not a problem. We can carry 
out these projects by ourselves, and this will be better for us economically. 


If an increase in the production of king size cigarettes is desired because 
of strong acceptance of it, then fine. We will increase our production capa- 
city, for it is a source of income for the public treasury. 


We are now busy with a new project for boosting our cigarette production. 


[Hasanayn] But isn't it possible for the Nasr Cigarette Company to expand 
the production of various kinds of cigarettes widely accepted by the consum- 
ers instead of the less popular ones? 


{[Abu-Zaghlah] We undertook to produce new kinds. The Nasr Company has 
produced light cigarettes that have won acceptance. The output needs to 

be boosted because it is a substitute both for the American branch and for 
Sinai, an English brand. As for the less popular brands, they will no longer 
be produced or they will be produced in smaller quantities according to the 
demand. 


[Hasanayn] Is there anything to prevent the private sector from entering 
the field of cigarette production inasmuch as we allow it to manufacture 
other kinds of tobacco, the sweetened kind, for example? 


[Abu-Zaghlah, quickly] There is nothing to prevent this. However, the two 
kinds of production are different. Production of the sweetened kind is 
limited, being intended for certain types of consumers, and it doesn't need 
much advertising, unlike cigarettes which need to be extensively promoted. 
Also, there are taxes that the treasury will collect and other intervening 
operations that I believe will confuse the private sector. 
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[Smiling] We naturally want to cut down on cigarette consumption. Many 
lectures are directed at us, criticizing our efforts to expand cigarette 
production because it is a crime against human health! It has definitely 
been proven that cigarettes are associated with cancer, especially among 
women. While in the United States I was present during part of an intensive 
publicity campaign to limit smoking. The campaign had very favorable results. 
Nevertheless, we will expand production and if production outpaces domestic 
cigarette consumption, which is steadily increasing, then we can use the 
excess for export. 


Housing?! 


[Hasanayn] Abu-Zaghlah then turned to the ministry's plan to supply the basic 
materials for construction work, e.g., reinforced concrete, cement, glass, 
plumbing fixtures, doors, and windows. 


[Abu-Zaghlah] As for reinforced concrete, we have embarked on a large joint 
project in al-Dakhilah with Japan (Egypt 90 percent, Japan 10 percent). We 
have in fact already started work on it and we hope production will get under 
way 4 years from now. Its capacity will be about 725,000 tons. This is an 
important step toward limiting imports. 


We also have a plan for improving the existing plants, the Ahliyah and Delta 
for steel, copper, and iron, by replacement and modernization so as to increase 
Output as much as possible. 


There are other projects now under study, e.g., construction of a new rein- 
forced concrete plant in the city of Sadat. 


Cement production is being steadily increased. The minister of housing has 

an ambitious plan for boosting the output to 12 million tons, which will be 
sufficient for both local needs and export. We have important foreign markets 
for this product. 


[Hasanayn] But why don't we allow the private sector to expand by setting 
up projects to produce cement, especially since we produce only about 4 
million tons and import 6 million? 


[Abu-Zaghlah] The ministry of housing would no doubt welcome that. Some 
individuals submitted proposals for cement production and the ministry approved 
them. Implementation has actually started. 


[Continuing to talk about increasing the production of building materials] 
{ am inaugurating a new plan for the production of plumbing materials so we 
need not import them. Also plate glass. There are plans for developing an 
aluminum industry so that we can produce aluminum doors and windows locally 
instead of importing them. 


In short, all the industries that serve building and construction activities 
will be expanded by the ministry of industry through the forthcoming plan 
in order to meet the needs of the housing projects. 











Expansion in the sectors about which we have been speaking is part of a 
well-prepared, provisional plan imposed on the entire industrial sector. We 
will continue to execute it until we are assured that the investments made 
will be realized at the designated times because some projects we are now 
trying to complete have been under way for 7 years. This makes no sense 
economically because we are thereby throwing away our wealth and not benefit- 
ing from it. For the first time a national, well-studied plan coordinated 
with all the sectors--housing, electrical power, agriculture, and urban 
planning--has been drawn up. 


One of the most important distinguishing features of the present stage is a 
kind of cooperation and coordination among the ministries which will help to 
push the wheel of production forward, God willing. 


[Hasanayn] Some have said that the public sector is a warrior and in need of 
rest in order to make room for the privete sector. 


[Abu-Zaghlah] Such talk is wide of the mark because the public sector is a 
strong prop: it is steadfast and has capabilities and a strong solid 
foundation. What we need do is to strengthen this sector, support and 
develop it as a basic prop of the Egyptian economy and not infringe upon it. 


The private sector also needs to be supported, developed, and assisted. It 
must expand and cooperate with the public sector because each compliments and 
sustains the other. Strengthening both is beneficial to each. There is 

never any conflict between them. What is desired of the private sector is 
self-development, and we are ready to help in that. In point of fact, several 
meetings have been held to discuss the subject with the priwate sector. We 
actually identified its problems and are now bent on solving them. As 
minister of industry I am responsible for the public, private, and mixed 
sectors. The three must cooperate and share in the expansion operation with- 
out any kind of sensitivity or conflict because the private sector is 

Egyptian and its capital and workers are Egyptian. It will eventually perform 
its role in increasing the (gross) national product. 


According to figures of the 1982-1987 5-year plan for the public and private 
sectors, the latter has been allocated 30 percent of the total investments. 
This certainly reflects the government's interest in the private sector. The 
volume of investments in the public sector during the years of the plan will 
amount to about 4 billion Egyptian pounds compared to about 1.825 billion 
pounds in the private sector. 


Replacement, modernization, and re-training projects will receive the largest 
share of investments in the public sector during the next 5 years when they 
will account for 37 percent of the total investments while 36 percent was 
allocated to the projects now under way. 


New projects were allocated 27 percent of the total investments. 


Based on figures and statistics on the volume of industrial sector investments 
in the 5-year plan, these investments amount to about 4.057 billion pourlds 

of which the food insutry sector will receive the lion's share--23.4 percent 
of the total investments. 











Replacement and modernization projects in the food industry were allocated 
about 26 percent of the investments proposed for the food industry. Current 
projects received 23.3 percent of the total investments in the sector. 


With respect to estimated investments, food projects are followed by yarn 

and fabric projects, which are to receive some 19 percent of the total 
investments. Yarn and fabric projects now under way were allocated 18 percent 
of the investments in the sector. 


As for mineral projects, estimated investments will amount to 15 percent of 
the total investments proposed for the industry during the next 5 years. 


83 Million Pounds to Industrialize Sinai 


[Abu-Zaghlah] About 83 million pounds from the plan's investments were 
allocated to start the industrialization of Sinai, while the investment share 
of the association of industrial and mining complexes was 10.8 percent of the 
total investments. Also, the mining sector received about 8.6 percent of 

the investments, 52 percent of which was for projects under way, 25.4 percent 
for new projects, and 22.4 percent for replacement and modernization projects. 


Engineering and electronic projects were allocated 5 percent of the total 
investments. 


{[Hasanayn] We are satisfied to stop at this point in our interview with the 
minister of industry and hope to complete it next week when the minister 
will talk about queues and when they will disappear from our lives, the way 
in which profits are distributed to public sector companies that operate 
profitably and at a loss, and the brokerage phenomenon, which is 

increasing in our factories, and other matters relating to production and 
ways of boosting it in the period ahead. 
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IRAQ 


ONE PERCENT ABOVE LIBOR OFFERED TO SECURE LOANS 
Paris AL-NAHAR ARAB REPORT & MEMO in English No 43, 13 Dec 82 p 11 


[Text ] Iraq has offered to pay interest at 1 percent above LIBOR 
to ensure that banks give a good reception to a five-year 
Euroloan of $ 500 million, according to a report from 
London. The report said that the Iraqi loan, which is 
being lead managed by the Union des Banques Arabes et 
Francaises (UBAF) and seven other banks, is for Iraq's 
Rafidain Bank and previous expectations were that the 
interest rate would begin at 7/8 per cent above LIBOR. 
rising to ] per cent later during the life of the low 

London's Financial Times stated that Iraq's econo- 
mic difficulties as a result of the Gulf war against Iran 
and Baghdad's heavy borrowings from its Arab neigh- 
bours prompted many banks to shy away from the loan. 
The Paris daily Le Monde described the Iraqi loan as 
“decidedly political” in character but had no doubt it 
would be fully subscribed. The lead managers have each 
agreed to put up $ 50 million and the Financial Times 
commented that “what is emerging is a credit that relies 
heavily on commitments from banks with relationship 
reasons for doing business with Iraq.” In addition to 
UBAF, the lead managers are Al-Ahli Bank of Kuwait, 
the Arab Banking Corporation, the Arab African Inter- 
national Bank, Banque Arabe et Internationale d’Invest- 
issement (BAII). the Banque Nationale de Paris, Chase 
Manhattan Bank and the Irving Trust. 

The exact figure for Iraq’s borrowings from other 
Arab Gulf states is unknown, with estimates ranging 
from about $ 25 billion to over $ 30 billion. In addition, 
Iraq has run down its reserves from an estimated $ 35 
billion before the war to about $ 10 billion, according to 
diplomats in Baghdad. Meanwhile, exporters to Iraq are 
being asked to provide credit and last month Japan's 
Special Envoy lichiro Hatoyama returned from Baghdad's 
highly successful International Fair (it was attended by 
about 3,000 foreign businessmen) to report in Tokvo 
that Iraqi Trade Minister Hassan Ali had asked the Japa- 
nese to extend the life of a $ 2 billion loan which Japan 
granted Iraq in 1974 and which is due to expire next 
August. So far, Iraq has drawn down only one-quarter of 
this loan and Mr Hatoyama said Japan would do its best 
to meet the Iraqi request. 





csO: 4400/132 














TRAQ 


BRIEFS 


JAPANESE COMPENSATED FOR WAR-INDUCED COSTS--Iraq last week agreed to pay com- 
pensation to a Japanese firm for extra costs due to delays resulting from the 
Gulf war with Iran. The amount to be paid is not very large--Y 1.5 billion 
($6 million) representing 10 per cent of the initial cost of a gas gathering 
plant in the southern city of Basra being built by Toyo Engineering--but it is 
of great significance for many other foreign firms whose work on development 
projects in Iraq has been held up by the hostilities. Hitherto, Iraq has re- 
sponded coolly to requests for compensation. The gas gathering plant was 
originally to have cost Y 15 billion but the value of the contract was later 
increased to Y 19 billion. The project had been scheduled to be completed by 
last spring but it will now not be ready until next February. [Text] [Paris 
AN-NAHAR ARAB REPORT & MEMO in English No 42, 6 Dec 82 p 9] 


CSO: 4400/135 














ISRAEL 


DIPLOMATIC PRESSURE CONTRIBUTES TO DETERIORATING RELATIONS WITH TURKEY 
Beirut AL-HAWADITH in Arabic No 1357, 5 Nov 82 p 41 


Article: "Tension in Turkish-Israeli Relations Stops Short of Diplomatic 
Boycott" ] 


{Text} The Turkish press has once more raised the issue of Turkey's 
relations with Israel and the widely circulated newspaper MILLIYET has 
confirmed the worsening and deterioration in these realtions. The reason 

for this deterioration, according to the paper, is the Israeli invasion of 
Lebanon and the Sabra and Shatila massacre in Beirut. Turkey considers 
Israel responsible for the massacre and believes that Israel has expansionist 
ambitions in the area which was once a part of the Ottoman Empire. When 

the newspaper asked Iliter Turkmen, the minister of foreign affairs, whether 
the Turkish Government is inclined to sever diplomatic relations with Israel, 
Turkmen refused to answer the question. 


It seems that the Arab diplomats in Ankara have realized the truth of what 
is going on behind the scenes and perhaps also realized the distance that 
Turkish policy must cover in the direction of the Arab capitals, Tel Aviv 
and Washington. At the latest meeting held between the Arab diplomats and 
the Turkish minister of foreign affairs, the diplomats tried to persuade 
Ilter Turkmen to do two things: First, sever diplomatic relations with 
Israel and, second, ban airliners of El Al from using Turkish airports and, 
as a gesture of goodwill toward the Arabs and Muslims, at least reduce the 
volume of trade exchange between the two countries. The foreign minister's 
reply was at the same time clear, frank and embarrassing. 


Regarding the diplomatic relations, the Turkish minister said that it is 
difficult to persuade the Turks that they must sever their relations while 

an Arab Muslim country like Egypt is establishing such relations. As for 

the facilities offered El Al, the minister said that it is also difficult to 
disregard the human relations that bind Turkey's Jews with Israel. Regarding 
trade between Israel and Turkey, the minister asked the Arab diplomats to 
examine carefully Turkey's economic situation within the framework of the 
world recession from which Turkey is now suffering. Scrutinizing the faces 
of the diplomats surrounding him, the minister asked: What is the alterna- 
tive to this last point, which is very important to the sick Turkish economy-- 
should Turkey consider it seriously? One of the Arab diplomats answered 
after a short and tense pause: All these points complement each other and 
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it is unacceptable to talk of one aspect and disregard the others. What 
the Arab diplomat wanted to tell the Turkish minister is that entree to the 
Arab markets and, more importantly, to Arab investments, requires two basic 
issues, namely, Israeli-Turkish trade and El Al. As a basic first stage, 
the Arabs might be content with the first issue. But the Arabs know and 
the Turks are aware that the volume of Arab-Turkish trade has not at all 
been affected by the Turkish tilt toward Israel since Turkey recognized 
Israel and established diplomatic relations with it. The problem is that 
Turkey has manufactured nothing new that can be absorbed by the Arab markets. 
As for Arab investments, they are in turn looking for markets outside Third 
World countries and Turkey is not the favorite place for such investments. 
There remains the issue of financial aid to Turkey. The fact is that a 
number of Arab countries have offered to advance financial aid to Turkey, 
provided that it reconsider its relations with Israel. But Turkey has done 
nothing of the sort. Rather, it has signed a gas pipeline agreement with 
Iran and has increased its exports to this country. Jt was said at the time 
that Washington was behind the conclusion of that deal for reasons falling 
within the framework of overall U.S. strategy. But it seems on the other 
hand that the Turks are lucky. At the level of relations with the Arabs, 
the El Al airliners have been sitting in their hangars for nearly 2 months 
and are on their way to dissolving and disappearing, according to the 
economic analysts. 


The fact is that the rumors concerning the deteriorating Turkish-Israeli 
relations have reached the Jewish press itself. The magazine JEWISH 
CHRONICLE, published in London, attributes this deterioration to the pres- 
sures exerted by some Turkish circles, in addition to the Arab pressures. 
The magazine says that these pressures have been generated as a result of 
the Israeli invasion and that even though they have stopped for now, no one 
knows where they will stop in a future phase linked to conditions in the 
area and to world conditions. The magazine adds that even though there is 
a precedent in this regard, when in 198] Turkey brought its diplomatic 
representation with Israel down to the lowest level, i.e., to the level of 
second secretary in both embassies, on the pretext of the Israeli Govern- 
ment's intransigence toward the Middle East problem, there are no indications 
that a decision has been actually taken to sever diplomatic relations be- 
tween the two countries. The situation will perhaps stop with the Turkish 
foreign minister's criticism of Israel and his characterization of the 
Israeli invasion as a serious threat to the entire Middle East. 


It is also true that Israel has tried on its part to alleviate the impact 

of the shock generated by its invasion of Lebanese territory by sending 
lists of the names of so-called Turkish terrorists who it captured in South 
Lebanon and Beirut. Israel did the same for the West German Government 

when it supplied it with similar lists. But this did not prevent the Turkish 
foreign ministers from issuing a statement in New York in which he said that 
the fact of the Turkish Government's acceptance of these lists and of its 
condemnation of the PLO's involvement in international terrorism are not 
sufficient cause to not support the Palestinian people's right to self- 
determination and to establish their own state and will not be a reason for 
supporting Begin's aggressive policies toward Israel's Arab neighbors. 
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It seems, says the Jewish paper, that the Beirut massacre is what has led 
to Turkey's lates* position toward Israel and motivated Turkish President 
Kenan Evren to condemn the brutal Israeli action, as did Prime Minister 
Bulend Ulusu. This condemnation came amidst the climate created by this 
massacre in the Turkish press and other information media, which described 
Menachem Begin and Defense Minister Sharon as belonging to the category of 
butchers and brutes. The condemnation reached such an extent that a 
moderate paper such as HURRIYET demanded that the Nobel Prize Committee 
withdraw the prize from Menachem Begin. But the Turkish people have not 
demonstrated against the Israeli invasion and the Israeli massacres, as 

has happened in other countries. The Jewish press notes that the Turkish 
military regime, which gives the go-ahead for the staging of demonstrations 
in the streets of the main cities, has been content to stop at condemning 
the invasion and the massacre and that the Turkish action has been smaller 
in dimension and lower in level than the opposition inside Israel itself. 
Israel undoubtedly realizes the significance of this action and understands 
the position of the Turks as a Muslim people and as a neighbor of Lebanon 
and the Arabs and perhaps considers this an acceptable political game between 
states. 


This interpretation contains perhaps a part of the truth or the entire truth. 
The Arab diplomats in Ankara have not asked for a meeting with Foreign 
Minister Ilter Turkmen as they did nearly 2 months before the Israeli 
invasion, and the foreign minister has not asked to meet with them. Ankara 
itself is not, and will not be, one of the stopping points for the high-level 
Arab delegations going to the world capitals. Turkish officials still believe 
and act on the basis of the conviction that the path to solving Turkey's 
problems passes through Washington, unlike Greek Prime Minister Papandreou, 
who believes that the Cyprus problem is a Greek problem to be solved on 
Hellenic soil and on the coast of the Mediterranean. This is why Greek 
policy has this Arab dimension. In all this lies the gap separating the 

rule of the military and the rule of civilians. But which is the preponderant 
opinion, ultimately: Papandreou's or the military's? 
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ISRAEL 


PRESIDENT OF INDUSTRIALISTS' ASSOCIATION DISPUTES TRADE POLICIES 
Tel Aviv MA'ARIV in Hebrew 5 Nov 82 p 22 


[Text] The industrialists have an excellent advocate. Their president, 

Eli Hurvits, is a charming man who inspires confidence, is quick-witted, 
versed in affairs inside and out and a model industrialist; as the director 
of Teva Enterprises (pharmaceuticals) he brought the company up to first 
rank achievements. 


I planted the suspicion in him that he would be infected by the germ of 
public service, develop the symptoms of a political career and want to pave 
the way for himself to the political elite. He dismissed me with a slight 
smile: "No, never! I love industry heart and soul. My best hours every 
day are the morning hours. Then I am at the factory. Fifteen hundred 
workers are my loyal partners. The rumble of activity and production is 
the most pleasant melody to my ears. This marvelous experience is one I 
would not trade for any occupation." 


A strange man, somewhat timid, who stays in the background. He keeps out 
of the spotlight, away from the news media and acceded to this only when 
there was no choice, because of the pressure of close friends and associates. 


There Is No Magic Wand 


The enterprises under his management produce many hundreds of medicines. 
Their fame has spread through the U.S.A., Europe, Asia and Africa. They 
reduce pain and bring relief. 


Is there a remedy in his bag for the sickness of the Israeli economy? Does 
he know how to cure inflation, the balance of payments deficit or the danger- 
ous decline in exports? 


Those who reject his theories and his counsel, charge him with the classic 
accusation in the world of economics: Every solution brings new problems, 
sometimes even worse ones. It is possible to increase the value of the 

dollar by a rapid devaluation--but then you stimulate inflation. It is possible 
to reduce public expenditure in order to fight inflation, but then you in- 
crease the danger of unemployment. It is possible to lower the standard of 
living, but then you subject the economy to the danger of a recession. There 

is no magic wand that you can wave--and all economic problems are solved. 
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[Question] Mr Hurvits, how would you describe the three main features of 
the Israeli economy today: inflation, the balance of payments and employment? 


[Answer] With your permission, I will reverse the order. First of all-- 
employment; the situation is good. This is an important achievement which 
must not be lost. The State of Israel cannot allow itself large scale 
unemployment. Unemployment is the bait for a facile solution for the other 
two problems of the etonomy, inflation and the balance of payments; of course 
the government did not\ succumb to the temptation of this facile and inappro- 
priate solution and hg displayed considerable sensitivity in preventing 
unemployment. I canrgt compliment the government on the way it has handled 
inflation. What haswe~n_ achieved is not good--and not because of the war. 
The measures against inflation have not been thorough. The only effective 
and significant method is reduction of the government budgets and preventing 
large influxes of money into the economy. As long as the printing of money 
continues, inflation will not be stopped. All the other remedies are only 
cosmetic, of limited effectiveness and do not guarantee results. 





The hardest, most acute and central problem is the growth of the payments 
deficit. Even though this is the most important problem, it receives low 
priority care from the government. This year will be the first in many that 
the civilian deficit in the balance of payments will grow by hundreds of 
millions of dollars and will reach 2.8 billion dollars, not including of 
course, the defense budget. 


[Question] Is there no direct connection between these things? Is it possible 
to prevent unemployment without inflation growing or increasing the balance 
of payments deficit? 


[Answer] Of course there is a close connection. If at present there is no 
unemployment of alarming dimensions, or worse, this is because in the last 

6 months, 14,000 employed have been added to the economy and of these (number 
indistinct) thousand were absorbed into the civil service and 3,000 more 

into other services, commerce banking, insurance and (word indistinct) workers 
in industry. Absorption on this scale in the civil service, despite all the 
declarations about a freeze, is a contribution to the prevention of unemploy- 
ment, but at the very same time it is a contribution to increased inflation 
because it requires increasing the government budget and printing additional 
money. 


[Question] So by increasing the budget and absorption of additional workers 
the prospect of checking inflation is taken away? 


[Answer] The government is giving high priority precisely to inflation--in 
my opinion too high a priority. But it is dealing with inflation with the 
wrong tools and is not dealing with the root of the problem. To address the 
problem correctly and in a way that has some chance of success the government 
needs the strength to decide: this is necessary in order to reduce the budgets. 
There is no alternative. There is no other way to reduce inflation signifi- 
cantly. 
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[Question] But everyone knows that significant reductions in the budget mean 
firing workers or not hiring new workers. There is a vicious circle here. 
You do not advocate reducing inflation by increasing unemployment. How is it 
possible to reduce inflation without increasing unemployment? 


[Answer] The reduction of the influx of government funds should be accom - 
plished by vigorous action on the balance of payment, making the economy 
flourish and expanding it. The pressure on the labor market, as a result of 
the recession in government activities and expenditures must be absorbed 

by encouraging exports and creating new jobs, attracting resources to the 
branches of export--much into industrial export, but also into other branches 
of export such as tourism and agriculture. The development and fostering of 
kinds of exports will provide employment, will help overcome inflation, will 
prevent large scale inflation and will reduce the balance of payments differ- 
ential. 


Living With Inflation 
[Question] It all seems so simple here in this room... 


But there are the well known truisms. Do not reduce government spending. If 
the government does not have the political strength to reduce its budgets 
seriously--inflation will continue. The truth is that we have learned to 
live with inflation. From the standpoint of the social damages--life is 
possible side by side with inflation. In countries which have 10-20 percent 
inflation per year, life is sometimes harder than here where we have 130 
percent per year. But here we have the inflationary cycle which we do not 
have the strengh to break: all the linkage arrangements, the means which 
enable us to live with inflation, are precisely that which precludes any 
possibility of overcoming it. 


[Answer] It is impossible to stabilize the balance of payments without 
prosperity in the economy and without increasing exports. And believe me, 

I am optimistic! Definitely! The government will wake up and act--simply 
because there is no alternative. Have you seen the list of countries accord- 
ing to their ability to pay their debts. We have come down from the place of 
honor we held a few years ago and we are now somewhere down near Zaire. This 
is not fair. An injustice has been done us. Even today we deserve a much 
better place. But we cannot allow ourselves to go down any further. Some- 
thing will perk up and go into action, I am sure. 


[Question] Our balance of payments will get worse because of the decline in 
exports and the increase in civilian imports. Is there a connection between 
the decline in exports and Israel's international image and standing after the 
Lebanese war, or is the decline due to other factors? 


The War as an Excuse 
[Answer] The connection is only peripheral and is unimportant. The war 


provided an excuse to various persons, in and out of the government, friends 
and foes of Israel, to explain negative phenomena. Exporters who did not 
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stick to their schedules claimed, well there was a war and what could I do? 

A foreign company which had contractually agreed to acquire Israeli products 
and regretted this, for commerical or other reasons, had a golden opportunity 
to put the blame on the war. People should stop talking nonsense and filling 
their heads with this stuff. It is true the war lit warning lights but it 

has not yet caused any accidents. 





The decline in exports is due to other factors. There is a decline in 
international trade as a result of recession and unemployment in the countries 
which take our products. What after all is export? It is the export of 
unemployment from one country to another. Whoever wants to prevent unemploy- 
ment in our country, in his own home, packs it is cartons in the form of 
merchandise and sends it abroad. When, abroad, there are recession and unem- 
ployment, there is no inclination to "buy" unemployment from another country. 
When markets are closed or shrink considerably, big countries have a very 
serious problem. They cannot export their unemployment to other countries. 

If the U.S., for example, decides tomorrow to prohibit the import of passenger 
cars, Germany and Japan will find themselves in a very serious situation, with 
growing unemployment which cannot be exported to the U.S. 


Israel does not have this problem! This is the big advantage of those who 
are small. For little Israel there is no marketing problem. Our share of 
international trade is so minimal that its tiny fraction of a percent it can 
sell and even increase to a significant extent: a problem can emerge with 
one or another product in the whole complex of export products, but Israel 
has no problem across the board. 


[Question] But the market has changed. Now it is a buyer's market. The 
buyer dictates the terms and we have serious problems of competition and price. 
Here the action of the government apparatus which determines whether we can 
Stand up or not against the competition is important. 


[Answer] If this is so, how does the government appartus run and what results 
from its conduct. First a word or two about the dimensions of the decline in 
exports. This year exports will actually decline between zero and 5 percent. 
We will be closer to a 5 percent decline. To understand how serious this is, 
we should remember that in February, the treasury's estimate was that export 
would actually increase by 20 percent. This means the decline is one of 

25 percent. Also, a year ago, there was a recession and unemployment in 
Europe and the U.S., and even so, Israeli exports increased by about 12 per- 
cent. Why? Because the government apparatus for encouraging exports made 

it possible to export. In the case of the industrial exporter who has to 
make decisions today which will determine the fate of his enterprise in 1984 
and perhaps even in subsequent years, confidence and credibility determine a 
great deal. A year ago, both the psychological and the financial encourage- 
ment enabled exporters to compete and convinced them that it was worthwhile 
to invest and exert themselves. Now we have lost momentum. 


[Question] At this point let us put the psychological encouragement to one 


side. Does the decline in export stem from the unrealistic exchange rate of 
the Israeli shekel because of which Israeli imports are not profitable? 
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[Answer] This is the number one factor in the decline in exports. We have 
reached a situation where the Israeli shekel in comparison with the mix of 

European currencies actually appreciated from the beginning of 1981 to the 

end of August 1982 by 28 percent. Is this reasonable? 


I Am Worried about Industry, Not the Industrialists 





Did we get rich? Did we discover oil? Did we suddenly become so efficient? 
For many months I did not dare to say that the Bank of Israel is the one who 
determines the exchange rate for the various currencies,--until the Bank 
people announced publicly and explicitly that they determine the exchange 
rates. The position of the exporter today is 28 percent worse than it was 
at the beginning of 1981. He has no prospects of recovering his losses by 
fixing his price higher than that of his customer in Europe. The situation 
will get even worse yet. There is a decline of 4-5 percent in the profits 
of the exporter. Those whose profits were 6-7 percent lost over 80 percent 
of their profits and they are getting near the line where loss begins. There 
are already exporters who have lost all profit. 


And I want to make it clear: I am not worried about the industrialists. They 
are not any the less wise than others. They will find out how to make money. 

I am worried about industry. I am worried about Israel, its economy and about 
its 300,000 citizens who make their living today from industry. I am worried 

about the balance of payments and the supplies of foreign currency which will 

dwindle if we do not export. 


A good friend of mine...I am telling you something horrifying, something that 
makes everyone who hears it lose sleep...an excellent industrialist and a 
first rate exporter who for years had sold almost none of his products in the 
Israeli market, went to France a while ago to sell his products there and 
returned as an importer with merchandise to sell in Israel. He still pro- 
duces and exporters. This is with his money. A real industrialist cannot 
live without his factory. But he will make his money on import deals. And 
very slowly, I am afriad he will curtail his production and export. And if 
he does not others will be tempted to do so. Why do they need difficult 
problems, domestic conflicts and wage struggles. For spiritual satisfaction 
and in order to retain the status of industrialist they will hold on to some 
small industry, but the big profits will be made from imports or capital or 
stock deals. You can see already today industrial enterprises whose balance 
shows that most of their profits come from capital transactions and not from 
production and export. 





In the meantime industrialists continue to produce and export. But in the 
present set-up of devaluations, exchange rates and insuring of the rate for 
exporters there is no prospect of exports increasing. Enterprises are not 
growing. They will not be able to absorb additional workers. They will not 
solve the problem of unemployment and will not prevent it. Public services 
will be compelled to absorb more and more workers in order to prevent unemploy- 
ment. Inflation will not be checked. The gap in the balance of payments will 
not be reduced or closed. 
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[Question] You are a strange man, do you know? 
[Answer] Why? 
[Question] Because despite the dire forecast you are optimistic. 


[Answer] Yes. Very optimistic. We are quite proud, and very justifiably, 
that Israel is number one in the world in industrial export out of the total 
of industrial production. We export about 50 percent of what we produce. 
This is an astonishing fact. The mighty U.S. exports about 7 percent of its 
industrial product. Japan--how much do you think? Japan, throughout the 
world, is depicted as one that exports most of its products.... But Japan 
exports 10 percent of all of its industrial product. Germany, a classical 
export country, achieves the high level of 22 percent of its industrial 
product. And we, with great price export about 50 percent of our products. 
This is amazing. But here there is not only justifiable pride, there is also 
great anxiety. An American export crisis means about 7 percent. In Japan-- 
10 percent. In Germany--22 percent. In Israel--50 percent. A decline of 

of 10 percent in exports is a 5 percent loss of the total industrial distri- 
bution. It means another 30,000 unemployed and another increase of about 

300 million dollars in the commercial deficit. Therefore I am optimistic. 

No government, of whatever political stripe, in any economic system, cannot 
allow damage like this to occur. This cannot happen. It is impossible to 
fight inflation through the exchange rate. The rate of the dollar, the franc 
and the mark must be accurate and realistic. When it is not realistic, you 
harm exports and lose imports. Every cheap dollar means that for the exporter 
there is no possibility of exporting and for the importer, on the other hand, 
it is worthwhile to import even more since the price of the item in Israel 
will be cheap. This seriously harms the balance of payments and increases 
the danger of unemployment. The present policy of the government imports 
unemployment, instead of exporting it, because the policy subsidizes imports 
at the expense of exports. 


Realistic Exchange Rates 


Since things cannot go on like this because no government in Israel will 

allow such a misfortune to hefall the economy--I am sure the present situation 
will end. I have no doubt! The exchange rates will be realistic. This is 

no way to fight inflation. When the exchange rates are realistic--exports 
will increase. Imports will decline. Unemployment will be prevented. The 
deficit in the balance of payments will shrink. 


[Question] And inflation will go on and on. Does not every devaluation of 
the shekel push the cost of living index up, increase the cost of living 
compensation, activate the linkage apparatus and raise the price of goods 


[Answer] The government has a problem, that is true. A realistic devaluation 
in our linkage set-up, causes increases in wages, prices and interest and 
makes for more inflation. And therefore, precisely for this reason, a social 
contract, or what people call a package deal, should be linked to the realistic 
devaluation; a binding agreement among the government, the Histadrut and the 
employers aimed at restraining the linkages for a limited period. 
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[Question] What should be the realistic rate of the dollar now? 


About 10 percent above its present rate. This would encouarge exports 

and réduce imports. And this should fix the content and substance of the 
package deal: the worker will give up this part, about 10 percent, of the 
cost of living increase. The government would freeze the budget and would 
not increase it to the extent that ordinarily would be dictated by the price 
increases which would follow the change in the exchange rate. The employers 
would absorb the price increase and not raise their prices on the local 
market. Inflation would not increase and after a while, would decrease. 

For the average man this would mean a certain decline in the standard of 
living. But this would prevent a much greater decline if we let things 

get worse. 
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CURRENCY DEALS BY ISRAEL BANK BLAMED FOR ECONOMIC WOES 


Tel Aviv HA'ARETZ in Hebrew 31 Oct 82 p 8 
[Article: "Ongoing Meddling with Foreign Currency"] 


[Text] In the last few months the Bank of Israel has adopted a new policy of 
meddling in the foreign currency market which will cause very serious economic 
damage. The Bank is storing up large sums of foreign currency over several 
days and then exchanges or sells them. The result: drastic devaluations of 
the shekel on the days when the foreign currency is acquired (exceeding even 

1 percent a day) and appreciation of the shekel on the days when foreign 
currency is sold. The cycle period of the strange appreciations and depreci- 
ations appears to be about a week or two. 


The new program is the brainchild of the governor of the Bank of Israel, 
Moshe Mandelbaum, and of his new deputy, Yakir Plessner. The policy of 

interferring in the foreign currency market is bound to become the most 

dangerous instrument in the armory of harmful economic measures that the 
Bank of Israel and the State of Israel employ. 


The ongoing interference of the Bank of Israel causes, first of all, heavy 
losses to the national treasury. When they sell foreign currency out of the 
reserves in quantities so large as to cause appreciation of the shekel, this 
means that foreign currency is being sold cheaply. When the Bank of Israel 
buys quantities of foreign currency so large as to cause a devaluation, this 
means--buying foreign currency at a high price. Buying dearly and selling 
cheaply is of course a tested prescription for losing money. But the real 
damage from this capricious meddling is much more serious. The meddling 
causes instability in the foreign currency market. Everyone in Israel knows 
that the Shekel will continue to fall, more or less in proportion to Israeli 
inflation, that is about 7 or 8 percent per month on the average. If the 
devaluation were proceeding at a stable and fixed pace of about one-quarter 
percent a day it would not be a big hinderance to the transactions of the 
State. Importers and exporters would know from the outset what their receipts 
would be. Others who use the exchange rate of the dollar for concluding 
contracts (because of the absence of any published estimate of inflation 

more often than once a month) would be able to plan their deals with a minimal 
lack of certainty. 
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In recent years economists have come to agree that the most damaging aspect 
of all of inflation is not really the price increases so much as the uncer- 
tainty which results from inflation. High inflation causes the prices of 
various products to rise at different and alternating rates. Every house- 
wife, production manager, agent, importer or exporter comes up against the 
lack of certainty which makes it hard for them to make correct decisions and 
therefore there is an incorrect division of the resouces of the economy. The 
lack of certainty is most damaging factor for efficient functioning of the 
economy, especially in international trade. 


There is a debate among economists as to how worthwhile are the attempts of 
central banks to stabilize the foreign currency markets by buying and selling 
foreign currency. One large school claims that private speculation will 
bring in the maximal possible stability in foreign currency markets and 

that any governmental attempt to stabilize things will only cause trouble. 
Another school favors cautious attempts to stabilize things. Up to now, 

most central banks have received very bad report cards on their attempts 

to stabilize exchange rates. 


However, in no other country has the central bank tried intentionally to 


distrupt the stability of the foreign currency market and to cause artifically 


sharp fluctuations in the exchange rates (it is interesting that after the 
shake up of the market, the Bank of Israel comes up with a program of sub- 
sidies called "Rate Insurance for Exporters"). 


In the Tangle of Expectations 


It appears that the "logic" which is behind the new policy is connected to 
the "theory" of Minister Aridor that the expectations of the public should 

be "shattered" in order to reduce inflation. But the ups and downs in the 
exchange rates do not convince anybody that the peak of the inflation is 
past. The only influence of the "expectations" of the public, is that people 
"expect" further foolish actions on the part of the authorities, and suffer 
from an even deeper lack of certainty. The result will be of necessity, less 
export, less investment and less saving. 


Like a silly teenage girl changing her mind, the Bank of Israel changes its 
doctrine every so many months. Sometimes it glories in accelerating devalu- 
ation and sometimes in restraining it. They restrain devaluation in order 
to reduce inflation and then they discover that there is a problem with the 
balance of payments and they shift to a realistic accelerated devaluation 

to cure the deficit. Or an accelerated devaluation increases inflation and 
they go back to restraining. Since Aridor assumed his post, the economy has 
gone through several up and down cycles like this. 


The primary sacred responsibility of governments, as of doctors, is to avoid 
doing damage. Intentional attempts at causing uncertainty artifically are 
absolutely incomprehensible. A large part of the lack of stability in the 
exchange rates is unavoidable in a hyper-inflationary economy, but every 
attempt to accelerate or restrain devaluation worsens the situation. The 


Bank of Israel must cease immediately all its attempts to play with the economy. 


If the government wants a gradual and controlled devaluation, it must achieve 
this by reduction of inflation through massive cuts in its budgets. 
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ISRAEL 


RAMIFICATIONS OF USE OF HAIFA PORT AS TRANSIT POINT FOR GOODS TO LEBANON 
Paris AL-NAHAR AL-'ARABI WA AL-DUWALI in Arabic No 289, 15-21 Nov 82 p 48 


{[Article: "Is Haifa Port Illegal? Lebanese Port Southerners’ Boycott of 
Israeli Goods Succeeded So Israel Opened Haifa Port To Compete With Illegal 
Lebanese Ports" ] 


[Text] Recently, there has been a lot of discussion about the "Israeli 
economic invasion of Lebanon" with the entry of Israeli goods into the 
various Lebanese provinces and the decline of Lebanese production, especially 
agricultural production, as a result of the conditions that have prevailed 
since 4 June 1982, not only in the south but also in Kasrawan, al-Biqa', 
Tripoli and ‘Akkar. 


Some economic experts believe that using these phrases to describe the entry 
of Israeli goods into Lebanon is an extreme exaggeration and that it is 
likely to reflect negatively on the production movement, thus leading to a 
state of frustration, especially among craftsmen and small farmers. 


These experts believe that Israel cannot really compete with Lebanon because 
the resources available to it, whether financial or human, are not equal to 
those of Lebanon and, rather, are much lower than Lebanon's. They assert 
that a country like Israel suffering from economic problems and living on 
foreign aid, mostly American and a large part of which goes into building and 
equipping the army, cannot confront Lebanon economically, especially since 
the latter is still capable of arising and since its currency is still strong 
and its exchange rate is still improving despite 8 years of bloody events. 


However, they add that what has happened and is happening at present is no 
more than an act of "infiltrating" Israeli goods into Lebanon--goods imposed 
as a result of the Israeli invasion of Lebanon and marketed in Lebanon 
because of the decline in Lebanese production and the prevailing conditions 
that have curtailed its ability to import. The experts add that such 
marketing would not have happened under normal conditions, even if Israel 
had been able to sneak in its goods. 


Israeli Symposiums in South 


These statements are proven by the changes occurring at present in Israeli 
economic policy in the south. 
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Despite the full control of the Israeli forces over the south, this control 
has not been able to stop the call initiated by the southerners for a boycott 
of Israeli goods under the slogan that "dealing with Israeli goods is 
illicit." This call, under this slogan, which constitutes a religious 
opinion, has caused the Lebanese merchants to be fearful of buying Israeli 
goods and offering them for sale, especially since many of the merchants who 
did so have incurred losses as a result of an inability to sell the Israeli 
goods they have because the people will not buy them. 


Thus, the infiltration of Israeli goods into South Lebanon has dropped by 
more than 90 percent from the time the area was occupied up to now. The 
Israeli goods infiltrated into Lebanon are virtually confined to some 
cookies and children's candy, which are still in demand because children 
buy them. 


This situation has prompted some Israeli officers to organize semipublic 
symposiums in most of the southern villages to conduct dialogues with the 
Lebanese and to persuade them of the possibility of political, economic and 
social dealings. But these endeavors are meeting one failure after another. 


Reports from Israel note that the issue of infiltrating Israeli goods into 
Lebanon and the problems surrounding this activity have been the subject of 
lengthy discussions by the Israeli officials concerned and that they have 
also been discussed at Israeli cabinet meetings. 


Haifa Port 


These discussions have stressed the need for the creation of new means to 
utilize Lebanon economically so as to make up for the declining exports to 
the southern area. Israeli officials have decided to open Haifa Port for 
Lebanese merchants and to give them special facilities, offering them much 
better terms than those offered by the illegal ports, especially the ports 
of al-Dubayyah and the fifth pier. 


Haifa Port has become a serious competitor of the Lebanese illegal ports and 
the Israeli economic "penetration" has turned from infiltrating goods to 
playing the role of transit site for goods moving into Lebanon. 


The facilities offered the Lebanese merchants are: 
1. Instructing Israeli shipowners to give Lebanese merchants shipping their 
[imported] goods to Haifa Port prior to bringing them into Lebanon special 


discounts of 25 percent. 


2. Setting the customs fees charged by Israeli authorities for these goods 
at 2 percent of the purchase price. 


3. Setting the fee for transporting a (containerized ship load) from Haifa 
Port to the town of Tyre at only $27,000. 
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These measures have been received with considerable satisfaction by the 
merchants, especially those who had previously cooperated with the illegal 
ports. The southern area has turned into a fundamental inlet for Lebanese 
goods coming via Haifa Port. 


This situation has been reflected in reduced activity at Beirut Port and 

in a considerable decline in the activity of the illegal ports, which 
previously had been compelled to hike their fees in response to the pressures 
exerted to provide the national industry some protection and to the entry of 
these ports into a phase of stability that is bringing them gradually closer 
to the stability of the legal ports. 


8494 
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PARLIAMENT DEBATES CONSTITUTIONAL AMENDMENTS 
Paris AN-NAHAR ARAB REPORT & MEMO in English No 42, 6 Dec 82 pp 8-9 


[Text ] Kuwait's parliament last week began discussing contro 
versial proposals to alter the country's constitution, in- 
cluding an amendment that would let the Emir declare 
martial law without the approval of parliament. Other 
amendments to the 1962 constitution would raise the 
number of deputies (members) in the assembly from 50 
to 60 and would extend the parliamentary term from 
four years to five. 

Constitutional changes require endorsement by two- 
thirds of the parliament and the debate, which some 
asscmblymen attempted to postpone, may last for 
months, official sources were quoted as saying. Prime 
Minister Sheikh Saad al-Abdallah al-Sabah gave an assu- 
rance that the 16 proposed amendinents were not intend- 
ed to harm the authority of the parlament. Kuwait is 
the only Gulf state which has an elected assembly, 
although its powers are limited. The present assemb! «. re- 
sults from elections held in February 1981, the first 
since parliament was dissolved and the constitution sus- 
pended in August 1976. 

In another development, Foreign Minister Sheikh 
Sabah al-Ahmed al-Sabah explained Kuwait's refusal to 
sign a joint security pact with its partners in the Gulf 
Ceoperation Council on the grounds that the proposed 
agreement would violate the country’s sovereignty and 
constitution. Leaders of the six-nation GCC deferred a 
decision on the security agreement when they met in 
Bahrain last month, saying that more time for study was 
required. The draft agreement would have replaced bi- 
lateral accords signed between Saudi Arabia and each of 
the other members of the GCC (Bahrain, Qatar, Oman 
and the UAE). Kuwait is unwilling to accept a clause 
giving the security forces of any member the right of 
“hot pursuit’ of suspects up to 20 kilometres within 
the territory of < neighbouring state. The joint security 
Pact is being promoted by Saudi Arabia as a means of 
countering alleged Iranian efforts to spread the ideology 
of fundamentalist Islam and topple existing governments 
in the Gulf regarded as hostile to Tehran. 


cso: 4400/142 


25 





KUWAIT 














ECONOMIC TROUBLES ANALYZED 


KUWAIT 


Paris AN-NAHAR ARAB REPORT & MEMO in English No 42, 6 Dec 82 pp 1-2 


[Article by Marwan Iskandar: "Kuwaitis Feel the Pinch"] 


[Text ] 


The goverment of Kuwait is having to pay approximate- 
ly $ 2 billion to the small shareholders as compensation 
tor losses on the unofficial Soug a!-Manakh stock market. 
Moreover, it has been supporting the stock prices of var- 
hous Companies and pumping in liquidity by means of 
land purchases in order to support the economy and the 
eApectations of individual Kuwaitis. But the total cost to 
the Kuwaiti government of shoring up the country’s eco- 
nomy is not yet clear. It is definitely going to be in 
eacess of $ 4 billion, which is equivalent to the total aid 
requested by Lebanon from the Arab countries in order 
to move forward with plans to rebuild the Lebanese eco- 
nomy. 

In spite of their government's aid, Kuwaiti citizens 
ure anxious about the future of their country and the 
value of their currency. For this reason, many of the 
Kuwaitis who are receiving liquidity directly or indi- 
rectly from the government are seeking to invest their 
money abroad. The euphona of everlasting prosperity is 
viving way to doubt about future prospects. In particu- 
lar. this feeling has been affected by developments on 
the oil scene in addition to the stock market collapse 
(for further details on the Soug al-Manakh see page 9). 

Kuwait. wisely, was the first Arab oil producer to 
restrict production and lower its production ceiling from 
3 million b/d to 2 million b/d and later to 1.5 million 
b’d. However. production today is only running at 
around half the ceiling and Kuwait, like all Gulf oil- 
producers, has in the meantime developed industries 
and infrastructural facilities which require supplies of 
associated gas which is produced in conjunction with oil. 
At present levels of oil production, Kuwait does not 
have cnough gas to produce sufficient quantities of de- 


salinated water or to meet the requirements of its pet- 
rochemical and fertiliser industry. : 

Consequently. Kuwait joined Bahrain in the last 
meeting of the ministers of economy of the Gulf Co- 
operation Council in asking for supplies of gas from 
other members, in particular from Qatar and the UAE, 
in order to satisfy its needs. Kuwait, which opted to re- 
duce its oil production because it enjoyed substantial 
surpluses of income over expenditure. all of a sudden 
found itsclf in 1982 producing less oil than the amount 
needed to generate sufficient income for current expen- 
diture and to provide enough associated gas to generate 
electricity, produce water and feed industries. Expect- 
ations of people were bound to be affected by this 
about-turn in economic circumstances which has 
occurred within a short period. 


Kuwait can accommodate financial and economic 
shocks better than other oil producers because its 
reserves exceed $ 70 billion and these now produce a 
current income in excess of the revenue from oil sales. 
Still, if we count the impact of the stock market crash 
and consequent costs of $ 4 billion and add to that the 
projected budget deficit of § 2 billion, just under 10 
per cent of the accumulated reserves would evaporate 
in one year. Moreover, gas imports could cost Kuwait 
$ 200-250 million. The government has taken steps to 
rationalise electricity and water consumption and has 
imposed significant dues on licences for cars. These 
steps will contribute towards cutting subsidisation costs 
but these measures, together with other developments, 
have certainly carried a loud and clear message that Ku- 
wait is no longer a paradise of prosperity alone. 


On top of the economic tremors, Kuwaitis feel par- 
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ticularly vulnerable to the shockwaves of the Iran-Iraq 
war. Kesidents in Kuwait of Iranian descent account 
for 25 to 30 per cent of the total resident population 
of Kuwait, while Kuwaiti nationals do not exceed 40 
per cent of the total population. Iran constantly acc- 
uses Kuwait of siding with !raq and of supporting the 
Iraqis while Baghdad protests that Kuwait does not do 
enough. Caught in this double bind, Kuwaiti nationals 
are sccking to place their money abroad for better se- 
curity and in order to be sure that they have back-up 
resources in case of trouble at home. Lebanon in par- 
ticular has been receiving Kuwaitis anxious to buy pro- 
perty and to participate in profitable businesses estab- 
lished in Lebanon. This they are doing in spite of the 
fact that the Kuwaiti Dinar on the Beirut market has 
lost over 25 per cent of its value vis-a-vis the Lebanese 
Pound in the past few months. Suddenly the Kuwaitis 
are betting on the future of Lebanon with greater 
assurance than on the future of their own country. For 
the Lebanese who are emerging from eight years of 
stnfe, devastation and wilful destruction, the return of 
Arab capital, including Kuwaiti investment, is a verv 
satisfying phenomenon and the ultimate proof that eco- 
nomies and countnes depend far more on human potent- 
ial than on natural resources and abundance of capital. 
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CENTRAL BANK ANALYZES ECONOMIC SLOWDOWN 


KUWAIT 


Paris AN-NAHAR ARAB REPORT & MEMO in English No 44, 20 Dec 82 pp 2-3 


[Text ] 


The slowing down of the once-frantic pace of develop. 
ment in the Gulf has been visible for many months. Now 
the annual report of the Central Bank of Kuwait has 
provided figures that highlight the slowdown and show 
how Kuwait’s economy is evolving in the wake of the 
boom. The report covers the 1981-82 financial year (July 
1981 to the end of June 1982) and thus ends shortly 
before the collapse of Kuwait's unofficial Souq al-Manakh 
over-the-counter stock exchange, a crash which has rein- 
forced stagnation even though there has been an absence 
of any sort of panic. 

The distortions due to the virtual demise of the Souq 
al-Manakh after months of hectic speculative trading are 
Clearly still working their way through the Kuwaiti eco- 
nomy and will continue to do so for many months. Curr- 
ent estimates of the net deficit from this trading run 
between KD 3 billion and KD 5S billion (between $ 10.2 
billion and $ 17 billion) once post-dated cheques with a 
nominal value of KD 26.6 billion ($ 91 billion) have 
been netted out in a clearing operation. Little of the spe- 
culative fever came within the Central Bank’s brief and, 
indeed, the bank reported that the rate of growth for 
personal loans that are often used for speculative purposes 
fell from 27 per cent during the last six months of 1981 
to 20 percent during the first half of this year. One 
reason is that the use of post-dated cheques meant that 
traders were granting each other credit in return for 
premiums on stock purchases that at times ran to over 
300 per cent and were thus by-passing normal sources 
for borrowings. 

In the Central Bank’s view, the major development 
in Kuwait's monetary sector during the 1981-82 financial 
year was a relative stabilisation of the growth in money 
supply. The annual rate of growth in the quantity of 
money in circulation was 26 per cent, compared to 29 
per cent during the previous two years, but the growth 
rate had fallen to 10 per cent during the first half of 1982. 

According to the bank, the impetus of rapid econo- 
mic growth in Kuwait in 1980 and 198) continued until 
the end of 1981, triggered by the sudden rise in oil prices 
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at the end of 1979 and early in 1980. The accompanying 
rapid growth in the money supply, the bank reported, 
was a major factor in stimulating speculative activities: 
the expected narrowing of the difference in growth rates 
of the non-oil GDP and the monetary sectors in 1982, the 
bank believed, would put limits on speculation. 

Other stabilising factors cited by the bank were lower 
growth rates for government expenditures and foreign 
financial dealings by the private sector, both major ele- 
ments which influence monetary developments. Estima- 
tes of government expenditures (excluding loans and 
government shareholdings) during the first 11 months 
of the financial year, the bank reported, showed that the 
rate of growth had fallen from 20 per cent during the 
previous financial year to 17 per cent. This had helped 
stabilise liquidity and was expected to exert a similar in- 
fluence during the 1982-83 financial year, notably be- 
cause the government's aim is to limit expenditures with- 
out having an adverse effect on plans for economic and 
social development, the bank stated. 

Foreign dealings by the private sector represent one 
of the main ways in which funds which cannot be absorb- 
ed by the Kuwaiti economy are employed. The bank 
reported there had been a relative slowdown in the out- 
ward flow of funds during the second half of 1981 as the 
result of increased stock market and real estate investment 


at home, but there were indications of a rising outflow 
during the first six months of this year. 

Bank loans, a third factor with significant impact on 
the monetary situation, continued their accelerated 
growth, with most of them being granted to the private 
sector and were mainly for productive purposes. Claims 
by banks on the private sector increased by 39 per cent 
during the financial year compared to 30 per cent during 
the previous year, the report stated. Growth was again 
more marked during the second half of last year, but 
loans for construction rose by 29 per cent during the 
first six months of 1982 whereas they rose by only 19 
per cent in the second half of 1981; the growth rate for 
loans for industry rose by 12 per cent during the second 
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half of the financial year (the rate was only 4 per cent 
during the final two quarters of 1981) and the rate of 
growth for credit for agriculture increased by 12 per cent 
during the first six months of 1982 compared to 2 per 
cent in the last half of the previous year. As mentioned 
above, the growth rate for personal loans fell during the 
second half of the financial year. 

Tuming to general economic developments, the bank 
quoted estimated major economic indicators compiled 
by the Kuwaiti Ministry of Planning which showed mark- 
ed progress for the non-oil sectors of the economy during 
1981. There was an increase of 15.9 per cent in the Gross 
Domestic Product (at current prices) for these sectors 
compared to a rise of 11.5 per cer* during the previous 
year. Within the non-oil sectors. finance and insurance 
showed the highest growth rate of 26.6 per cent, accord- 
ing to the bank report; construction followed with an 


increase of 19.5 per cent. The bank report saw these de- 
velopments underlining the enhanced role of financial 
institutions and insurance companies in both the local 
and world markets, while a rising level of government 
support was responsible for the remarkable growth rate 
achieved by the construction sector. 

The fall in oi] output as a result of the glutted world 
market meant, however, that the overall Gross Domestic 
Product for the oil and non-oil sectors at current prices 
decreased in 1981 by 9.2 per cent when compared to 
GDP for 1980. GDP in 1981 amounted to KD 6.7639 
billion (KD 1 =S 3.448 at the present rate of exchange) 
against KD 7.4639 billion the previous year. The fall in 
oil's contribution to GDP from KD 5.2923 billion in 1980 
to KD 4.2615 billion in 1981 shows that the increase in 
activity in the non-oil sector helped make good some of 
the shortfall. The report noted that crude oil production 
fell by 25.7 per cent during the second half of 198) to 
about 940,000 b/d, due mainly to a decrease in world 
demand. This, however, was in line with the government's 
aim to conserve oil reserves, the bank noted. 
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Bank cites falling oil prices 


A second important development cited by the bank 
was the fall in official oil prices. These dropped ftom 
S 35.50 per barrel to S 33 per barrel at the beginning of 
November 1981 and then to S 32.30 at the beginning of 
January of this year. The combination of lower output 
and reduced prices meant that Kuwait's oil revenues 
dropped by 37 per cent during the 1981-82 financial 
year with corresponding falls in related sectors. Earnings 
from refining fell by 14.6 per cent, revenues from natural 
gas production decreased by 29.4 per cent and those 
from liquefied natural gas by 15.8 per cent, the bank 
reported. Crude oil, the report noted, accounted for 83 
per cent of Kuwait's exports. 

Trade in oil led to a deterioration in Kuwait's balance 
of trade, although figures for July-October 1981 and 


estimates for the next two months indicated there was 
still a substantial surplus during the first half of the 198} 
82 financial year. The bank report said exports decreased 
by 30 per cent when compared to figures for the cortes- 
ponding period of the previous year and were down from 
KD 2.6627 billion to KD 1.8738 billion. Imports dunng 
the same periods showed a rise of 4 per cent from KD 
963.8 million to KD 997.1 million and this lec to a fall 
of 48 per cent in the surplus from KD 1.6989 billion to 
KD 876.8 million. 

The result, according to the bank’s report, was that 
the commodities trade balance fell by 38 per cent in 
198] and the current account balance by 17 per cent. 
Helping to counteract the 28 per cent decrease in the 
value of crude oil exports, however, were an increase of 
62 per cent in the surplus of the services account balance 
and a fall of about 10 per cent in net capital outflows in 
1981 when compared to figures for the previous year. 

Meanwhile, the bank reported, the inflation rate fell 
during the 1981-82 financial year and was one of the 
major economic developments. Estimates for 1981 show- 
ed a 7.3 per cent increase in prices, the bank said. 




















LEBANON 


FINANCE MINISTER DISCUSSES POST-WAR CONDITIONS 


Paris AN-NAHAR ARAB REPORT & MEMO in English No 43, 13 Dec 82 pp 2-5 


[Interview with Finance Minister Adel Hammiye by Robin Mannock, managing editor 
of AN-NAHAR ARAB REPORT & MEMO; date and place not specified] 


[Text ] 


Years of warfare and insecurity which culminated in an 
Isracli invasion and the occupation of most of the 
country by foreign forces have left Lebanon's public 
finances in a parlous state. But Finance Minister Adel 
Hammiye is relatively optimistic that a start can be made 
on the road to recovery and that. together with 
Lebanon's ever-vigorous private entrepreneurs and 
bankers. Beirut can regain its position as a financial centre 
for the Mashrek. And, as Mr Hammive explained in an 
exclusive interview with An-Nahar Arab Report s 
MEMO's Managing Editor Robin Mannock, the govem- 
ment of which he is a member wants levels of taxation 
and other financial policies that give Lebanese business- 
men the tools to do the job. The interview follows: 


Q. Now that you have had a chance to “look at the 
books” of Lebanon, what is your opinion of the long 
and short term financial state of the country? 

A: Well as you know, we have had a budget deficit ever 
since 1975 and the deficit has been increasing. In the 
first phase we hope that this budgetary deficit will not 
be larger than the capital investment part of the budget. 
So, in the first phase, if we can have the recurrent part 
of the budget covered by income, that will be good 
enough for a start. To enable us to do so, if we consider 
the 1983 budget, it means that we are expecting some 
LL 2 billion from the Customs. The results for 1982 
were less than 25 per cent of this figure—and you know 
the reasons. Now the Ministry of Finance hopes that the 
problem of illegal ports will be resolved and wiil result in 
an increase in Customs dues from maybe LL 400 million 
to more than LL 2 billion. And we feel that if this (clo- 
sure of illegal ports) would happen, the figure of LL 2 


villion would be a conservative one because we feel that 
the figures would go even higher. This is the short term 
view. 

Now this does not include our reconstruction pro- 
gramme because for this we must take into consideration 
help from abroad. The Council for Development and Re- 
construction estimates that between $ 12 billion and 
$ 15 billion will be needed, spread over seven to 10 years. 
This will need a Lebanese counterpart—we are counting 
on foreign financing but we will need local funds as well. 
This should be of the order of 20 to 25 per cent of the 
whole sum. 

How will we reach these figures? We feel that if re- 
construction starts and security is restored, we can coll- 
ect more of existing taxes and duties and then we will 
have to think seriously of new kinds of taxation in 
accordance with the prospects and improvements in the 
condition of the country. 


Q: Presumably, however, you and the government of 
which you are a member have no intention of changing 
the basic thrust of the Lebanese economy or of reducing 
the importance of private enterprise. Do you feel, there- 
fore, that there can be a level of taxation which could be 
counter-productive? In other words, in view of all of the 
damage to the country, could taxes go too high? 

A: Well, we are not planning to increase taxes to re- 
strain the progress of reconstruction in the private sector, 
and notably in the industrial sector. We are studying a 
tax programme- whether to increase or decrease taxes 
taking into consideration the general economic condi- 
tion of the country. First of all, we are not planning to 
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change the basic economic system—our liberal system- 
and we will not change that at any cost. 

Now, we will have to have more controls on collect- 
ion of our dues. We will have to be very strict about this 
so that our system of taxation will be fair to everybody 
und will be applied to everybody. There will be those 
who try to escape taxes and we will have to be ven 
stnet with them. But we are planning to change the 
Whole system. 


Q_ This brings me to a very important point with which 
! believe you are very much involved-a very large in- 
crease in the size of the army. Speaking personally. | 
think it is a very good idea to bring in conscription But 
is this going to be a major financial burden? 

A. Well, we are now studying the financial consequences 
of obligatory military service. It is under study now and 
this is why I] am interested in this law, which is under 
study by the Ministry of Defence. Next weck I am to 
have a meeting with the Minister of Defence to evaluate 
the cost of this operation ahead of time. 


Q: So you stil] don’t know what the figures will be” 
A: No. This is because it was only decided 10 days ago 
by the Council of Ministers to study this law and the 
Minister of Defence was put in charge of this, with my 
help with regard to the cost of the operation. 


Q. What will be the major constraints on reconstruct- 
ion? One realises of course that security is a sine qua non 
What would hold back reconstruction? Would it be a 
shortage of skilled labour? Or a shortage of capital? 
A: Certainly, we will be needing more labour. These 
workers- skilled workers—will, I] think, have to come 
from two sources. First a part of the Lebanese skilled 
labour force which has gone abroad would. | think, re- 
turn home. Secondly, | think we may have to look for 
new sources of labour. 


Q Foreign labour? 

A. Yes. foreign labour. But we feel that first of all 
there will be Lebanese who will come back. Then there 
are a number of people who have been doing something 
else during the past seven years and who can resume 
working. . 


Q: In your opinion, why is the Lebanese pound as 
strong as it is? 

A To make a long story short, it is due to a series of 
factors. It all started in August or September of this year 
when people experienced the psychological effect of an 
end to the fighting. After some of the troops started tu 
leave, people were still worried that perhaps there would 


not be a new President and they could not see much of a 
future for Lebanon. Then they found out that things 
could settle down. and they started to settle down. This 
confidence prompted many people to convert their 
money from foreign exchange into the Lebanese pound. 
This was especially significant because the number of 
Lebanese who had shifted their deposits from Lebanese 
pounds into foreign exchange during the last year was 


_ yery big. Usually, not more than about 25 per cent of 


deposits are in foreign currencies and the rest are in 
Lebanese pounds. In 1982, up until August, the pro- 
portion was completely reversed: we had 60 per cent or 
more of deposits denominated in foreign currencics, 
which was abnormal. So a return to what is normal raised 
the value of the Lebanese pound against foreign curren- 
cies. This is one factor. 

The second factor has been the fact that the rate of 
interest paid for deposits in Lebanese pounds was higher 
than the rate for foreign currencies. The reason why 
people shifted from the Lebanese pound into foreign 
Currencies in the past two years were firstly psvcholo- 
gical--they were afraid of what the future might bring 


MEMO’s Managing Editor Robin Mannock, the govem- 
ment of which he is a member wants levels of taxation 
and other financial policies that give Lebanese business- 
men the tools to do the job. The interview follows: 


Q: Now that you have had a chance to “look at the 
books’ of Lebanon, what is your opinion of the long 
and short term financial state of the country? 

A: Well as you know, we have had a budget deficit ever 
since 1975 and the deficit has been increasing. In the 
first phase we hope that this budgetary deficit will not 
be larger than the capital investment part of the budget. 
So, in the first phase, if we can have the recurrent part 
of the budget covered by income, that will be good 
enough for a start. To enable us to do so, if we consider 
the 1983 budget, it means that we are expecting some 
LL 2 billion from the Customs. The results for 1982 
were less than 25 per cent of this figure—and you know 
the reasons. Now the Ministry of Finance hopes that the 
problem of illegal ports will be resolved and will result in 
an increase in Customs dues from maybe LL 400 million 
to more than LL 2 billion. And we feel that if this (clo- 
sure of illegal ports) would happen, the figure of LL 2 
billion would be a conservative one because we feel that 
the figures would go even higher. This is the short term 
view, 

Now this does not include our reconstruction pro- 
gramme because for this we must take into consideration 
help from abroad. The Council for Development and Re- 
construction estimates that between $ 12 billion and 
$ 15 billion will be needed, spread over seven to 10 years. 
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This will need a Lebanese counterpart—we are counting 
on foreign financing but we will need local funds as well. 
This should be of the order of 20 to 25 per cent of the 
whole sum. 

How will we reach these figures? We feel that if re- 
construction starts and secunty is restored, we can coll- 
ect more of existing taxes and duties and then we will 
have to think seriously of new kinds of taxation in 
accordance with the prospects and improvements in the 
condition of the country. 


Q: Presumably, however, you and the government of 
which you are a member have no intention of changing 
the basic thrust of the Lebanese economy or of reducing 
the importance of private enterprise. Do you feel, there- 
tore, that there can be a level of taxation which could be 
counter-productive? In other words, in view of all of the 
damage to the country. could taxes go too higin” 

\. Well, we are not planning to increase taxes to re- 
strain the progress of reconstruction in the private sector, 
und notably in the industrial sector. We are studying a 
tux programme --whether to increase or decrease taxes-- 
tuking into consideration the general economic condi- 
tion of the country. First of all, we are not planning to 
change the basic economic system—our liberal system— 
and we will not change that at any cost. 


Now, we will have to have more con- 
trols on collection of our dues. We 
will have to be very strict about this 
so that our system of taxation will be 
fair to everybody and will be ap- 
plied to everybody. There will be 
those who try to escape taxes and we 
will have to be very strict with then. 
But we are planning to change the whole 
system. 


Q: This brings me to a very important point with which 
I believe you are very much involved --a very large in- 
crease in the size of the army. Speaking personally, I 
think it is a very good idea to bring in conscription. But 
is this going to be a major financial burden? 

A: Well, we are now studying the financial consequences 
of obligatory military service. It is under study now and 
this is why I am interested in this law, which is under 
study by the Ministry of Defence. Next week I am to 
have a meeting with the Minister of Defence to evaluate 
the cost of this operation ahead of time. 


Q: So you still don’t know what the figures will be? 
A: No. This is because it was only decided 10 davs ago 
by the Council of Ministers to study this law and the 
Minister of Defence was put in charge of this, with my 
help with regard to the cost of the operation. 


Q: What will be the major constraints on reconstruct- 
ion? One realises of course that security is a sine qua non. 
What would hold back reconstruction? Would it be a 
shortage of skilled labour? Or a shortage of capital? 
A: Certainly, we will be needing more labour. These 
workers—skilled workers—will, I think, have to come 
from two sources. First, a part of the Lebanese skilled 
labour force which has gone abroad would, I think, re- 
turn home. Secondly, I think we may have to look for 
new sources of labour. | 


Q: Foreign labour? 

A: Yes, foreign labour. But we feel that first of all 
there will be Lebanese who will come back. Then there 
are a number of people w10 have been doing something 
else during the past seven years and who can resume 
working. 


Q: In your opinion, why is the Lebanese pound as 
strong as it is? 

A: To make a long story short, it is due to a series of 
factors. It all started in August or September of this year 
when people experienced the psychological effect of an 
end to the fighting. After some of the troops started to 
leave, people were still worried that perhaps there would 
not be a new President and they could not see much of a 
future for Lebanon. Then they found out that things 
could settle down—and they started to settle down. This 
confidence prompted many people to convert their 
money from foreign exchange into the Lebanese pound. 
This was especially significant because the number of 
Lebanese who had shifted their deposits from Lebanese 
pounds into foreign exchange during the last year was 
very big. Usually, not more than about 25 per cent of 
deposits are in foreign currencies and the rest are in 
Lebanese pounds. In 1982, up until August, the pro- 
portion was completely reversed: we had 60 per cent or 
more of deposits denominated in foreign currencies, 
which was abnormal. So areturn to what is normal raised 
the value of the Lebanese pound against foreign curren- 
cies. This is one factor. 

The second factor has been the 
fact that the rate of interest paid 
for deposits in Lebanese pounds was 
higher than the rate for foreign 
currencies. The reason why people 
shifted from the Lebanese pound into 
foreign currencies in the past two 
years were firstly psychological--they 
were afraid of what the future might 


bring--and secondly the rate of interest, 
particularly for dollars, was much higher 


than for Lebanese pounds. So now there 
is a reverse cycle. 

Over and above this, there has been a lot of fresh 
money coming in from outside. People felt this is the 


time that they should invest in Lebanon, notably Le- 
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banese residing outside Lebanon who are now interested 
in getting a part of the prosperity they thought would be 
coming. 


again. A real financial centre. If 
Beirut is to be a real financial cen- 

tre, it must have all of the tools 

that make it one. Among these tools are 
some regulations and now, as you know, the 
trend is toward holding companies. Un- 


Q: Presumably, however, this is not entirely desirable? 
A: There are other factors involved. For instance, there 





were people who had commitments in Lebanese pounds 
who did not meet these commitments during the summer 
due to the war. People who had to pay rents, salaries and 
so on, who did not pay them during the months of war 
and have had to pay them now. So they needed Lebanese 
currency and they had to shift to pounds. In addition, 
because reconstruction has not yet started completely, 
businessmen’s needs for foreign currency have not made 
an appearance in the foreign exchange market and you 
will find that very few letters of credit have been opened. 
But once you get good conditions--good security --and 
once all foreign troops have left the country, there 
would be a need for foreign currency in order to bring 
goods into Lebanon. This would raise the value of 
foreign currencies. One of the reasons why foreign 
currencies have dropped in value is that people do not 
need them. 


Q: So you expect that if the situation improves, the 
Lebanese pound will find a more natural level in the ex- 
change market? 

A: Not only if the situation improves. When there is a 
demand tor foreign goods and when letiers of credit are 
opened, the value of foreign currencies will increase 
against that of the Lebanese pound. 

What is more, while it is true that the value of 
torewn currencies has dropped, we should not consider 
\ugust to be the starting point. Then the rate of LL 5 02 
was artificially high. If you zo back a year or so, the 
value of the dollar was around LL 4 and a bit. 


(Q) You have talked about the need to get rid of illegal 
ports. It would seem that we now have one more illegal 
port. 

A. Yes, Haifa. This is the major one. We hope that a 
solution to the problem (of Israel's military occupation 
of southern Lebanon) would bring a solution to this as 


well 


() How badly are you being hurt trom Hata? 


\. { don't have exact figures. but we are sure that a 
irge amount of goods are coming through Hatta. 
() | understand the government favours the creation ot 


holding companies to stimulate investment. How would 
holding compames do this? 


\  \llot us both the government and the private sec- 


tor want to see Beirut become a financial centre once 


fortyastely, up until now, they have not been a part of 
the Lebanese system and the laws and regulations did 
not allow the creation of holding companies. So now we 
have a lot of Lebanese companies that are controlled by 
holding companies in Europe or in some other part of 
the world. So let us, at least, get these people to come 
back to Lebanon. Moreover, we feel that the geographical 
position of Lebanon and all of the advantages Lebanon 
has as a business centre, allowing the creation of holding 
companies would be one of the ways of helping. 

Another thing we are thinking of is to have offshore 
banking units here or a free zone for banking. This is 
something we are discussing and studying and trying to 
create soon. In addition, we are working to establish a 
financial company which can take part of the secondary 
market. 


Q: One of the things that has been noticeable over the 
past few years is that while everyone else seems to have 
acted as if the government didn’t exist in Lebanon, one 
sector has always obeyed the government. That sector is 
banking. When the Bank ot Lebanon told bankers to do 
something, they did it. This is pernaps an historical 
question, but why was this so”? 

A: I think this was because bankers felt it was in their 
own interests. The banking system of Lebanon is 
important and you cannot play with it. This is why the 
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banking system was able to rise above all of the problems 
of the past eight years and survive. It survived well, in 
my Opiftion 

- Secondly, | think that the policy adopted by the 
Bank of Lebanon during that time was very wise and the 
Bankers’ Association did collaborate properly with the 
central bank. So at least one sector- and a major sector 
was saved. 


Q: Do you expect to see more activity on Beirut’s 
Bourse (stock exchange), which has been virtually dead 
for some years? 

A: I think there is a lot to be done about this. This new 
financial company will be dealing in Treasury bills, but 
there could also be bonds for specific projects and these 
could be sold to the public cither by the new financial 
company or on the stock exchange. This would help in- 
crease activity. We should not forget that the situation 
was not very helpful to Lebanese to deal (in stocks) in 
Beirut. First of all, they were rather limited when deal- 
ing on the Beirut stock exchange, especially when there 
packages of shares involved. 


Q: We have recently witnessed the collapse of the Souq 
al-Manakh stock exchange in Kuwait which, if it had 
happened elsewhere in the world, would have started a 
terrible panic but in fact did not. Nevertheless, as far as 
one can sec, there has been an unloading into the Guif 
of a vast amount of financial paper that is now virtually 
worthless. What do you think should be done in order to 
create the opportunities for investment to soak up the 
money that is in the Arab world and at the same time tu 
make sure that those investments are creative and that 
you are not pumping money into companies that are 
merely vehicles for speculation? How do you think this 
can be done? Does it mean becoming more multi-national 
insofar as the Arabs cre concerned” That ts to say, 
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embracing a bigger market than you would find in one 
small area. What do you think” 

A. At this stage, | am sot concerned about what we 
should do in Lebanon, rather than in a larger solution. 
Some money is being pumped into Lebanon from out- 
side and we need it, as you say, for development projects. 
At this stage we see interest being shown mainly in two 
sectors: tourism and banking. For instance, an invest- 
ment group has bought the Hilton Hotels and deals for 
other hotels are being negotiated. This means that 
people are interested in putting money into developing 
this sector. Other people are interested in the banking 
sector in Lebanon. What we would hope to see is this 
interest spreading to other sectors such as industry , and 
so on. 


Q: One final question. One gets the feeling that here 
you have a two-tiered attitude towards investment. The 
investments that you have just referred to are very big 
investments, usually by one person or by a small group 
of persons who know each other very well. But what 
about the small people? Are they going to maintain their 
traditional patterns of investment, for which there 
doesn’t seem to be much opportunity? Or do you think 
that what must be a very considerable pool of savings 
ca. he attracted into more sophisticated forms of invest- 
ment? 

A: We and perhaps the private sector will try to attract 
them. What we have to do now is to provide the tools 
that would encourage these people to invest and among 
the tools are the regulations that we are changing to 
create various holding companies and the new financial 
company. This could help start a trend. Then, I think, 
we could start going into pools (of savings). 
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LEBANON 


FRANCE PURSUES ITS MILITARY, ECONOMIC AID PROGRAM 


Paris AN-NAHAR ARAB REPORT & MEMO in English No 43, 13 Dec 82 pp 5-6 


[Text | 


French Defence Minister Charics Hernu announced at 
the end of his visit to Lebanon last weekend that he 
would form a military working team to study military 
problems in Lebanon and promote military cooperation 
between the two countries. The team will liaise with the 
Defence Minister and Chief-of-Staff, General Lucaze, Mr 
Hernu said. 

Military cooperation is expected to focus at first on 
the utilisation of a FF 600 million (§ 86 million) credit 
allocated by the French government for military aid to 
Lebanon. While Mr Hernu was at pains to stress that the 
purpose of his visit was to reaffirm France’s determinat- 
ion to assist the Lebanese government, not to sell French 
weapons, the Lebanese authorities are apparently 
interested in acquiring French-built helicopters and gun- 
boats for coastal surveillance, as well as helicopters for 
land observation. 

Mr Hernu said he believed France could do more for 
the Lebanese army than simply supplying it with 
weapons, indicating French readiness to train Lebanese 
army officers in the use of sophisticated arms. He also 
said that France approved the principle of boosting the 
size of the French contingent in an expanded multi- 
national force, but said the matter will have to be 
discussed further among participating nations. 

Lebanese President Amin Gemavel has said he wants 
the present 4,000-strong multi-national force beefed up 
to 30,000, but none of the countries requested by the 
Lebanese government t contribute troops has so fas 
responded favourably, w.th the exception of the curt- 
ent participants, France. Italy and the US -and even 
the latter have not made firm commitments. Lebanese 
Foreign Minister Elie Salem was expected to raise the 
subject with the British government, which has said it 
is considering Lebanon's request for troops, during his 
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visit to London last week. Among other countries 
approached by Lebanon, Belgium has said it is concerned 
about the cost of the operation, while South Korea, 
Austria, The Netherlands and Sweden have refused to 
participate. The Lebanese government is now reported 
to be seeking peace-keeping troops from Colombia, 
Brazil and Portugal. 

In another development, the US administration has 
approved a plan to rebuild and train the Lebanese army 
to enable it to take on the task of maintaining internal 
security in the country, according to Washington sources 
quoted by the New York Times. Under the $ 85 million 
»lan, the army would have 28,000 trained men in the 
infantry and 12,000 in other services by 1984, the report 
said. The current strength of the poorly-trained and 
inadequately-equipped Lebanese army is variously 
estimated at between 23,000 and 28,000 men. 

As part of the American efforts to bolster the 
Lebanese army, the Pentagon has notified Congress of 
its intention to sell Lebanon 34 M-48 tanks, together 
with related ammunition, spare parts, equipment and 
training in a package worth $ 32 million. The US 
administration plans to provide Lebanon with about 
$ 50 million worth of arms and has already delivered 12 
155 mm towed howitzers and 24 armoured personnel 
carriers (An-Nahar Arab Report & MEMO, November 8). 

Meanwhile, Alain Hautecoeur, the French Socialist 
member of the National Assembly in charge of channell- 
ing French aid to Lebanon, has told this newsletter that 
he plans to visit Lebanon once a month. Every two 
months he will be accompanied by the same panel of 
experts from various ministries which he brought to 
Lebanon on his first visit in November (An-Nahar Arab 
Report & MEMO, November 1). 

Mr Hautecoeur said that the French Finance Ministry 
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has set up a financial protocol « million ($ 36 
million) to aid civil aviation in Levanon and provide 
radar equipment for Beirut’s international airport, adding 
that the ministry had granted the funds, in the form of 
a soft loan, with exceptional speed. No global figure for 
French aid to Lebanon has yet been decided and Mr 
Hautecoeur made clear that France’s policy was to help 
rcorganise public administration within various Lebanese 
ministries. A team from France’s Trésor Publique has 
visited Lebanon to discuss with the Finance Ministry 
ways and means of improving and reorganising the 
Lebanese customs system. Other projects in the pipeline 
include the provision of tractors by the French Ministry 
of Agriculture, the supply of 10 prefabricated school 
units each containing three to five classes and the re- 
organisation of the finances and administration of the 
Hotel Dieu hospital in East Beirut. Asked whether the 
fact that his mandate was for a six-month period only 
meant that French aid would be limited to Beirut, Mr 
Hautecocur said that he intended to visit other parts of 
the country on his next visit and had already received a 
request from the municipality of Tyre, in southem 
Lebanon, to mount a comprehensive project to revive 
the economic and cultural life of the town following the 
withdrawal of Israeli forces, although there seems to be 
no immediate prospect of this taking place. 

Mr Hautecoeur, who accompanied Defence Minister 
Hernu during his trip to Lebanon, was scheduled to 
leave the country on December 9 and was expected to 
meet Edouard Saouma, Director General of the Food 
and Agriculture Organisation (FAO) in Rome the 
following week to study joint aid efforts for Lebanon. 
Last month, Mc Hautecoeur met World Bank Vice 
President Roger Chaufournier to examine the poss- 
ibility of co-financing projects in Lebanon. 
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RAMIFICATIONS OF SPECULATION IN LEBANESE POUND 


Paris AN-NAHAR REPORT & MEMO in English No 41, 29 Nov 82 pp 1-2 


[Text ] Last August, the exchange rate of the Lebanese pound 
against the dollar hit its lowest point since 1950. In 
August it stood at LL 5.30 to ux dollar. Since then it 
has appreciated to LL 4.00 to the dollar, a near 25 per 
cent improvement during a period when the dollar was 
appreciating vis-a-vis all major international currencies 
This phenomenon was not expected by bankers and 
depositors and it has led to widespread speculation 
about the future foreign exchange value of the Lebanese 
pound. Moreover, such a major appreciation has its 
causes and ramifications. Insofar as causes are con- 
cerned, it would seem that most relate to positive factors; 
ramifications are not, however, all that good. 

In a free exchange market, like the one which 
exists in Lebanon, the value of the pound is determined 
bv supply and demand considerations. It would appear 
that there has been a substantial increase in demand for 
Lebanese pounds in the past two months. The reasons 
for this spurt in demand are varied and on the whole 
positive. 

With the spread of the feeling that at Icast greater 
Beirut is in no danger of renewed fighting, individuals 
and institutions have begun repairing damage to their 
homes, offices, shops. etc. Moreover, many companies 
had to settle outstanding liabilities to their employees, 
government agencies, or third parties. Due to the wide- 
spread damage, increased costs and substantial outstand- 
ing bills. the demand for Lebanese pounds was pretty 
strong and could be estimated at roughly LL 50 million. 

In addition, by the end of September. the different- 
ial between the interest payable on deposits in Lebanese 
pounds and dollar-denominated deposits showed a four 
point (4 per cent) advantage for the Lebanese pound. 
This was a complete reversal of the situation in 1981, 
when the advantage was in favour of dollar deposits and 
roughly 30 per cent of total deposits in the banking 
system were denominated in dollars. The reverse trend 
which is underway has had its impact on the rate of 
exchange for the pound. 
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Most significant of all has been the return of Arab 
investors to Lebanon. Due to slowing economic condit- 
ions in the Gulf and a conviction that Lebanon, which 
thrived before the oil price explosion, will thrive again 


and more strongly, Arab investors have come back in 
force. A notable Saudi banker has invested for himself 
and his clients LL 170 million in the past two months. 
In the process, he acquired 76 per cent of the Hilton 
Hotel, and control of two banks. Already in 1981, this 
same banker had acquired two prized office blocks in 
Hamra. the street which was the business district of 
Beirut before the war. 

The trends which pushed the value of the pound 
upwards are likely to continue and to strengthen. That 
is, unless Lebanon witnesses a significant deterioration 
insecurity. It would not be inaccurate to predict that 
an announcement of a target date for partial withdrawals 
by the Israelis and Syrians would send the value of the 
Lebanese pound up to LL 3.50 - 3.60 to the dollar. 

In the meantime, it should be remembered that 
these developments are not all advantageous for the ave- 
rage Lebanese, or Lebanese companies, irrespective of 
how much faith is revealed by each successive apprec- 
iation of the local currency. 

The first obvious negative factor is the severe losses 
expericnced by depositors in dollars and substantial 
profits for a limited number of speculators who by and 
large will escape taxation. 

Secondly, a number of Lebanese companies will 
be hit hard by this appreciation. TMA, for example, 
which is a big employer with most of its income in 
dollars, Deutschmarks and Yen and a substantial part 
of its costs in Lebanese pounds, will sustain a loss of 
LL 50 million a year from this development. This loss, 
added to the company’s troubles emanating from 
slowing air freight business and a shrinking route network, 
could prove the final blow to its continued existence. 
Likewise, Lebanese exporters of agricultural and indust- 
rial produce, who were not very competitive in Aral) 
markets before, are becoming less competitive with tie 
strengthening of the pound. 

Thirdly, immense profits are being achieved by 
traders who are not translating lower exchange costs 
for their imports into lower prices for their imported 
products. These traders are at the same time clearing 
most of their goods without paying regular customs 
dues. Consequently, they are damaging the govemment’s 
resources and milking consumers and customers at one 
and the same time. 

Fourthly, Lebanon has suffered from continuous 
inflation since 1973 and this has led to much higher 
salanes and operational costs in Lebanese pounds. 
Consequently, Lebanon could become too expensive 
for investors, visitors, students, etc. This consequence 
of the appreciation could be the most damaging; event- 
ually, investment inflows would be reduced to a trickle 
and much of the promise for the future would evaporate 
in the euphoria of an immediate strengthening of the 
pound. 


39 














ISRAELI BANK OPENS BRANCH IN SOUTH 


LEBANON 


Paris AN-NAHAR ARAB REPORT & MEMO in English No 43, 13 Dec 82 p 6 


[Text ] 


The Israeli Hapoalim bank has opened a branch in the 
Lebanese border town of Naqoura, according to the 
Lebanese daily L'Orient Le Jour. The bank, operating 
from prefabricated premises, is understood to be carrying 
out exchange business for Lebanese citizens travelling to 
Israel. On November 24, the Israeli government un- 
laterally opened its frontier with Lebanon for Lebanese 
nationals, of whom 13,000 are reported to have crossed 
into Israel for commerce, medical treatment or tourism 
since the invasion began on June 6. There are reports 
that Israel intends to open new crossing points along the 
border in the next few months. 

The establishment of the Hapoalim branch in 
Naqoura may be seen as part of Israel’s sustained drive 
to cement its political position in Lebanon by building 
up economic relations. regardless of whether these are 
desired by the Lebanese themselves. Prime Minister 
Shafig al-Wazzan has warned that Lebanese citizens 
doing business with Israel risk being stripped of their 
nationality, but this does not seem to have deterred 
several Lebanese merchants from taking advantage of 
Israel's offer to provide a transit service through the port 
of Haifa at rates 50 per cent below those charg.- by the 
port of Beirut (An-Nahar Arab Report & MEMO, 
November 15). 

Israel's exports to Lebanon were worth $9.3 million 
in October according to the Israeli Ministry of Commerce, 
but this figure may represent less than a third of the 
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true value of Israel's earnings from Lebanon. Unable to 
ban the importation of cut-price Israeli fruit and 
vegetables, against which Lebanese products cannot 
compete, the Lebanese authorities have approached 
Eastern bloc countries with a view to arranging sales of 
Lebanon's agricultural produce. Exports to Arab 
countries have been severely affected by the difficulties 
of overland transport (see following article). 

Meanwhile, the Israeli centre set up to aid the civil- 
ian population in South Lebanon has decided to 
distribute the sum of LL 1,000 to each Palestinian family 
made homeless as a result of the invasion. The centre is 
to give each family 20 bags of cement to help them re- 
build their houses in addition to the 10 bags already 
distributed. Israel will also provide 50 prefabricated 
units to be used mainly as schools. The United Nations 
Relief & Works Agency (1 NRWA) has blamed the Israeli 
and Lebanese governments for obstructing progress 
towards providing shelter for the estimated 71,000 
Palestinian refugees whose houses were damaged or 
destroyed in the fighting last summer. Motivated in part 
by a desire to avoid being held to account by internation- 
al opinion for the miserable condition of Palestinian 
civilians in the devastated refugee camps of South 
Lebanon, the latest Israeli actions will also have the effect 
of increasing the dependence of the Palestinian civilian 
population on Israeli weifare efforts. 
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HOUSING BANK UNABLE TO SATISFY DEMAND FOR LOANS 


Paris AN-NAHAR ARABREPORT & MEMO in English No 43, 13 Dec 82 p 10 


[Text ] 


The Banque de I'Habitat. set up in 1977 to provide 
medium and long-term ioans to finance housing purchases 
and construction, is short of resources and tinds itself 
unable to meet a growing number of requests for loans. 
Outstanding requests now total 138. according to the 
hank’s President. Vlado Khlat. who last week appealed 
to the Lebanese government for assistance. 

Mr Khlat announced that the Bangu. ‘tc Habitat 
has approved 1.904 loans worth a total of LL 248 
million ($ 62.8 million) since it began operating in 1979, 
of which 1,529 loans, worth LL 185 million ($ 46.8 
million) have actually been disbursed. During the same 
period, Mr Khlat added, 375 loan applications for a total 
of LL 43 million ($ 10.9 million) were rejected on the 
ground that they did not meet the conditions laid down 
by the bank. The following table shows how the loans 
were divided geographically: 


Region Number Value 

(in LL million) 
Mount Lebanon | S44 197 
Beirut 162 es 
North Lebanon 67 .) 
South Lebanon 68 | 
Beqaa 63 9 


The Banque de l1'Habitat was created 
in conjunction with the establishment 
of a new Ministry of Housing and Co- 
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operatives, designed to cope with the 
massive socioeconomic problems arising 
from the 1975-76 civil war. The bank 
is jointly owned by the public and pri- 
vate sectors, with the state contribut- 
ing 20 percent of its fully-subscribed 
capital of LL 50 million, the Caisse 
Nationale de Securite Sociale 30 percent 
with the remainder coming from the pri- 
vate sector. 

Meanwhile, Housing and Public Works Minister 
Bahaeddine Bsat said last month that his ministry was 
working on expanding the resources available to the 
Banque de I’Habitat, in addition to those provided under 
a 1977 decree for the rebuilding of houses damaged in 
the 1975-76 war. Mr Bsat said that Decree No 20 was to 
be made applicable to houses damaged during subsequent 
fighting up to and including the Israeli invasion last 
summer. The Lebanese government has a total of LL 4 
billion ($ 1 billion) available for repairs to some 60,000 
housing units, the minister was quoted as saying in an 
interview with the Lebanese daily A/ Anwar. The Housing 
Ministry has estimated the cost of rebuilding damaged 
houses in Greater Beirut alone at LL 1.6 billion ($ 400 
million). 
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OVERALL FIGURES ON LIVES LOST, DAMAGE TO PROPERTIES REPORTED 


Paris AN-NAHAR ARAB REPORT & MEMO in English No 42, 6 Dec 82 p 2 





| Text ] 


The Israeli invasion of Lebanon killed 19,085 persons 
and another 31,915 were wounded between June 4, 
the beginning of “Operation Peace for Galilee,” and 
the end of September, according to official Lebanese 
sources quoted last week by Beirut’s French-language 
daily L‘Orient Le Jour. The newspaper said the ca- 
sualty list had been drawn up by the Lebanese autho- 
rities on the basis of reports from the police, hospitals 
run by the Council for the South and by the Lebanese 
Red Cross. 

The official death toll for the massacres at the 
Sabra and Shatila refugee camps was set at 328 per- 
sons killed, and another 991 persons listed as missing. 
Clashes between the Lebanese army and factional 
groups have resulted in the death of 569 persons and 
363 persons have been killed or wounded in fighting 
in the [sraeli-controlled Shouf mountains between 
Druze and Christian forces, according to the report. 

Meanwhile, damage to housing, services and 
commercial buildings caused by the Israeli invasion 
has been put at $ 1.9 billion, in’a report prepared for 
the Council for Development and Reconstruction, the 
government body set up after the 1975-76 war to su- 
pervise the task of rebuilding war-affected areas of 
the country 
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The 30-page document covers damage to West 
Beirut and South Lebanon during last summer's fight- 
ing, which began with Israeli air raids on Beirut on 
June 4. It does not include damage inflicted during 
the 1975-76 war or the years of factional violence 
which occured in the intervening period. 


Damage to housing was estimated at $ 859 mil- 
lion, over 75 per cent of which was in Beirut. Damage 
to commercial buildings was estimated at $ 485 mil- 
lion, and to educational facilities at $ 85 million. 
Other major items included the intemational airport, 
where damage was put at $ 30 million, and the Sports 
City Stadium, which would cost an estimated $ 25 
million to repair. 


The report, which is the government's first over- 
all assessment of the effects of the war, will be of ass- 
istance to foreign governments and international aid 
bodies, including the World Bank, which are current- 
ly exploring Lebanon's reconstruction needs. The 
Chairman of the CDR, Mohammed Atallah. has esti- 
mated that $ 12 billion will be required over the next 
five to 10 years to overhaul the country’s long-neglec- 
ted public services and to rebuild arcas that were 
heavily damaged during the 1975-76 war. as well as to 
repair more recent devastation The report described 
its conclusions as preliminary. warning that “‘under- 
estimation of the truce cost is inevitable 











LEBANON 


MEA'S CHAIRMAN DISCUSSES FUTURE GROWTH, AIRPORT NEEDS 


Paris AN-NAHAR ARAB REPORT & MEMO in English No 41, 29 Nov 82 pp 8-12 


[Interview with Selim Salam, chairman of MEA, by AlistairLyon, on 20 November 


1982; place not specified] 


[Text ] 


Middle East Airlines, Lebanon's national flag-carrier is 


making a remarkable come-back following a disastrous 


summer during which Israeli forces battled fiercely with 


PLO guerrillas and their Lebanese allies in and around 
Beirut International Airport. forcing its closure for 115 
days. This was the message which MEA’s newly-lected 
Chairman Selim Salam sought to convey in a wide-ranging 
interview with An-Nahar Arab Report & MEMO’s Alistair 
Lyon, conducted on November 20. Even in August, 
when MEA was still struggling to survive, Mr Salam (then 
Director-General of MEA) told this newsletter of the 
airline’s plans to expand following a return to normality 
(An-Nahar Arab Report & MEMO, August 23). In the 
interview which follows, the MEA Chairman reviews the 
prospects for future growth and discusses the outcome 
of the annual meeting of the International Air Travel 
Association (IATA) in Geneva earlier this month. 


Q: Beirut Intemational Airport reopened on September 
24. How would you assess MEA’s performance since then? 
A: My assessment of our performance over the last two 
months is that we are miraculously back on our feet. For 
an airline that has 11 of its aircraft missing, six of them 
total losses and five under repair, we are doing surprisingly 
well. 

Our traffic has picked up and is 7 percent better than 
in 1981 (comparing the first 20 days of November) while 
our capacity offered is down 12 per cent. So the loads 
are good. The reason for this is that we are now making 
better use of our (Boeing) 747 fleet than we were in 
1981. In 1981 the 747s were idle, sitting on the ground, 
being put to work here or there. Now we are actively 
using them in Saudi Arabia — Dhahran five times a week, 
Jeddah three times a week: we are flying them twice a 
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week to Paris and once ta London. We are using them on 
an ud hoc basis on the Kuwait route whenever the need 
arises. 


Still, our operation overall is 12 per cent below 
normal full operation as it was in 1981. Today we are 
doing better than budgeted by something like LL 5 
million ($1.2 million). In October it wasn't so good 
when we were just starting up. This was expensive. We 
were operating at 50 per cent of our normal operation 
and obviously you can’t make money like that. We lost 
the equivalent of LL 8-9 million (between $2 and $2.2 
million), which is not that bad, and this month we are 
making money. December is going to be good. 

We have no major problems except in connection 
with expansion. We are renegotiationg our US route and 
we want to start it as soon as possible, early in the year 
~ January, February — as soon as the permit is issued. 
The American airlines are coming to Beirut: PanAmencan 
is coming, Overseas National Airline has applied. But we 
also have plans to go with Gulf Air to the Philippines. So 
our future is bright, at least [’m not pessimistic. We are 
now operating at around 80 per cent of capacity and we'll 
be back to full operation by the first week of December. 


Q: Can you tell me more about the joint operation 
with Gulf Air? 

A: Gulf Air have tratfic rights from Bahrain to Manila. 
They have discovered that, as we told them, the aircraft 
they are using is not a money-making aircratt. The 
BAC 1011-100 that Gulf Air are using can never make 


money on a long route like that. For the last three year: 
they have been losing money on it. Finally we convinced 
them that the right aircraft is the 747. And we are using 

















their nghts with our aircraft under a formula whereby 
we both make money. Our purpose is mainly to use our 
747s, theirs is to make money and share it with us. We 
call it a joint venture, but in fact it’s a Gulf Air route, 
operated by MEA under a contract leasing our aircraft. 


Q: Inasense, with the large Filipino presence in Leban- 
on, you have a captive market for that route. 
A: No, it’s a very competitive market. It’s a market that 
is destined mainly for Saudia. Filipino labour comes 
bulk-wise to Saudi Arabia. Others are involved in that 
traffic -- Gulf Air, Cathay Pacific, Singapore Airlines - 
but the bulk of the traffic goes to Saudia. For the last 
3-4 months, Saudia themselves have been operating to 
Manila and Philippine Airlines operate to Dhahran. So 
it’s a very competitive and low-yield traffic, but this is 
compensated for by its density. You carry an average of 
80 per cent load factor. It’s not a very lucrative route, but 
it’s an interesting route, as far as the future is concemed, 
hecause we believe that one day Lebanon is going to 
depend on that kind of service traffic. 

The traffic that comes from the Philippines is mainly 
a specialised service traffic. Filipinos in Lebanon are 
mainly waiters, domestic maids, hospital nurses — and 
they speak English which is why they are popular. 
Compared with the traffic from other parts of the Far 
East, such as Korea (there are large numbers of South 
Koreans working as construction labourers in Saudi 
\rabia, for example), the Filipino traffic is more expens- 
ive and it stays longer. There are up to 50,000 Filipinos 
here now, who rotate at an average interval of two ycars. 
(hey have two-year contracts, go home for six months 
and come back. We think Lebanon is going to be affected 
hy that kind of expansion. Therefore we are tapping this 
route via Bahrain until such time as traffic justifies an 
operation from Beirut. We are watching it from the back 
door. 


() How many flights a week do vou envisage when the 
New York route opens? 

A. We envisage three via Paris until the route justifies a 
non-stop service -- because the 747 we have can do the 
hop non-stop — this is the beauty of it. For the moment, 
Paris is a good route and we are just extending it to New 
York. Our studies are based on a break-even viability. We 
don’t intend it to make money. As a matter of fact it 
might lose a little. We start making money when the 
end-to-end traffic justifies a non-stop flight and [ think 
that will come in 1984. We think that because it will be 
4 through flight we can compete with other airlines flying 
from the Middle East to New York, even with increased 
hares. 


Q: What are you doing to replace the aircraft which are 
cither temporarily or permanently out of commission? 
A: Of the five which are under repair now, two will be 
ready next week and the rest will probably take another 
tour months. 


(): What type of aircraft are they? 
\: There are three Boeing 707s and two 720s under 
repaur. The ones we lost were one 707 and four 720s. 


Q: 


A: Yes, but these are out-dated now. There’s no point 
in moaning about what we lost. We lost heavily, but now 
we are back in business and we'll see how we can make up 
for the losses which we made. We drew on our reserves. 
Our capital is still intact and we still have some reserves. 
[ would lay less stress on the importance of our losses 
than when I was talking to your newsletter three months 
ago, because then I didn’t know how long the airport was 
going to be closed and I was getting closer to the end of 
my reserves. But as of September 24, when the airport 
reopened, what the hell about the reserves! I lost, so 
what? It’s too bad and if my shareholders would like to 
replace those losses I would be delighted. But we should 
be able to make up for them in 1984. I don’t think we'll 
make money in 1983. 


©: Will you break even next year? 

A: I'd like to and some of my financial people say we 
should aim for that. But ['d rather be cautious and aim 
for a little loss, a moderate loss. The beg’ .ning of the 
good years will be 1984. 


Q: Will next year’s loss compare with the 1981 loss of 
LL 87.7 million ($21.5 million at today’s exchange rates)? 
A: No, it should be much less than that. Remember 
that 1981 was also a bad year with the airport closed 
for 20 days and each day we lost LL 1.5 million. So we 
lost about LL 30 million there and then when the airport 
was closed. 


Q: What will this year’s balance sheet show? 

A: I think a loss of about LL 200 million ($49 million) 
most of which can be attributed to the 115 days during 
which the airport was closed. But I am satisfied about our 
prospects. I've just been talking with a representative 
trom Boeing who seems to have confidence in us. He is 
talking about re-equipment, about phasing our fleet into 
using more modem aircraft until such time as we are able 
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Do you stand by the provisional figures for losses 
which were issued on the eve of the airport's reopening? 








to buy a new modem aircraft, whether it’s the A-310 
(Airbus) which we have contracted to buy or another one 
supplementary to the A-310 which we can find in the 
market — maybe the (Boeing) 757 or the 767 or we might 
even need extra 747s. Boeing's view of us is brighter 
than we thought. They don’t seem to think we are ailing 
beyond repair 


(): What are your re-equipment needs, in terms of 
money and planes? 

A: It depends whether we are looking at a formula for 
leasing or buying. Buying now is becoming an enormous 
oroblem. The interest rate eats up all possibility of re- 
payment. And although we have contracted to buy the 
tive A-310s, if you came to me now and proposed that we 
huy another five, | would think 65 times before saying 
yes. The volume of any fleet we would want to contract 
for is stall in the neighbourhood of $800-1,000 million. 
But uctil the industry as a whole recognises what is going 
to happen in 1983 and 1984, the trend now is toward 
leasing. There is less nsk in leasing. 


0) Qo vou think, looking back, that the Airbus contract 
was an unwarranted risk? 


A: At the time we signed it, no. Now, I'd like very 
much to stand by our commitment to buy the five air- 


craft worth $350 million, and [ don’t think it’s a risk. 
We have to do our best to stand by our commitment, 
but it certainly scares me more now than it scared me a 
year ago. 


Q: Has the financing for that deal been squared away 
yet” 

A: No. They (Airbus Industrie) will ultimately find the 
finances, | think. But we have signed a contract with 
them and it’s up to them now to find the finances for 
their part of the bargain. We have contracted for the 20 


entirely different, so to modify it would have cost us 
$500,000. The Kuwaiti 707s are identical to ours and we 
could fly them the next moming. 


Q: How much are they costing you and where are you 
finding the money? 

A: In the neighbourhood of $1 million each. We are 
paying for them in installments — even American Airlines 
accepted an installment payment over a year. We have 
the money, it’s not a problem. Our cash position is quite 
good and as soon as you buy, say, two aircraft for $2 
million, as we have just done, the money comes from the 
cash flow and they are capitalised. 


Q: Where do your reserves stand now: 

A: About one-third of our reserves are still intact, while 
two-thirds have been eaten up. We are trying to rebuild 
them now. 


Q: Are you leasing any aircraft out or are you using all 
of them? 

A: No, we are short of aircraft and we can’t afford to 
lease to anyone. We have one commitment which we 
have to stand by if it comes up and that is to Saudia. We 
have leased them a 747 to do six flights a week to Riyadh, 
but that has been frozen because Saudia doesn’t want to 
operate to Beirut as yet. We are using the capacity of that 
aircratt on other routes as a stop-gap. But in case Riyadh 
reopens, we have to give them at least those six flights a 
week with the 747. That is our only lease-out at present. 


(: What about cooperation with other airlines? 

A: There are different types of cooperation. With Gulf 
Air, it’s ajoint venture — we have the aircraft and deduct 
so much for operating costs and the balance which we 
make is shared 50-50. With Alia, we have a pool arrange- 





ment to Jordan: each one operates his own aircraft but 
we put all the money we earn in a pool and we share it 
50-50. We have a similar kind of arrangement with Saudia 
although it’s not exactly a pool--it's a guarantee on a 


per cent which is our responsibility and Airbus have to 
contract for the 80 per cent remaining. They have not 
yet finalised it with the British and the West Germans, 


as far as we know. I think they should — and pretty fast. 


Q: Is it true that you are buying two 707s from PanAm? 
A: No, we finally bought two 707s from American 
Airlines and we are negotiating with Kuwait Airways, 
who have two 707s for sale. I think we'll finally settle on 
those. They are all within the same price range, but they 
are in good shape because they are very similar to the 
707s we fly ourselves. Every 707 in the world is different. 
The closest to the ones we fly are the ones we bought 
from American Airlines. PanAm’s cockpit layout is 


certain perfernrance that we undertake to give Saudia in 
the form of a load-factor. We subsidise their operations 
if this factor drops below 60 per cent. With Kuwait Air- 
ways, we don’t have a pool, but we cooperate on services, 
frequency, day of operation, fare-setting and so on. 

Before the war Alia approached us to go to South 
America together, but now I’m not sure. We know we 
would like to go to South America over Africa. We have 
already set the routes and we were talking to Varig about 
doing it together, when Alia came in and said why don't 
we do it either tripartite or bipartite. It might come up 
again. We are interested in South America, but for the 
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moment we are concentrating on the routes we know 
are in hand — the Far East to Manila, and North America. 
We will think of South America probably in the spring 
of 1983, not before. 


Q: Closer to home, what about cooperation with TMA? 
A: We have started talking again. Yesterday I met with 
Munir Abou Haidar (Chairman of TMA) and we are 
resuming discussions. We have had some differences with 
TMA, mainly on the nature of our cooperation, but we 
all agree that we don’t want to merge, or that this is not 
the time to merge. A merger is too lengthy a process 
when two airlines are ailing so much. 

But certainly, having gone through the war, now is 
the time for MEA and TMA to talk toeach other. We hope 
to come up with a formula for commercial cooperation 
whereby we supplement TMA’s need for the space we 
have in our 747s. The 747 is a combie-type of aircraft 
with 225 seats in the front and 40 tons of cargo in the 
back. Basically we are thinking of the North American 
route, which would be ideal for both of us. All I can say 
is that we both have good will and a genuine intention to 
listen to each other, because we have both suffered. 
Neither airline can say it didn’t lose. It’s in both our 
interests to sit quietly and find a solution to the talks we 
had betore. 

At that time, though no agreement was reached, we 
cre not in contlict; we appreciated their point of view. 
They thought that by using our space on a lease basis, 
they wc. ld dwindle down to playing the role of a freight 
forwarder, which is true in a way. But now, if we coop- 
erate only on the North Atlantic, they still have a hell of 
a lot of other routes to cover. 

North America is a good test for us because very 
soon TMA will have some problems with noise levels. 
As of January 1983, no airline will be able to fly into 
the US unless it guarantees to take action to meet noise 
abatement controls. 


Q So TMA with its fleet of 707s will not be able to 
tly to the US? 

A: Not unless they buy 747s or what we call the re- 
engined DC-8, which is very expensive. It costs about 
$25 millon per aircraft to reengine a DC-8 freighter to 
comply with the new engine noise restrictions. So they 
are ina fix and they are aware of this. We would like to 
help them out and we can. 


() To what extent is MEA shanng the problems of the 
world acline industry which were highlighted by the 
recent LATA meeting in Geneva? 

\ Mv impression is that we are all in a tin, the whole 
lot. {ts really dreadful when you come to think that the 
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industry 2s a whole will lose around $2.5 billion in 1983, 
a fantastic figure. What we discovered in Geneva is that 
the airlines are so stupid that they are all cutting each 
others’ throats by illegal discounting to the tune of $1.5 
billion. When you are losing $2.5 billion and you are 
giving discounts worth $1.5 billion, you must be nuts. 

We are doing our share to try and tighten the market. 
Each airline is supposed to do this in its own territory. 
I'll be issuing a circular to all our stations soon telling 
them to be good boys and not make discounts. We are 
very conservative when it comes to discounting policies. 
We are not wild cowboys. But there are airlines in our 
area, unfortunately, that are cut-throat competitors. 

Some airlines in this region are giving 30-40 per 
cent discounts; both Arab and foreign airlines, they are 
as bad as each other. At the Arab level of course, we can 
talk at a different level. We can appeal to them. But at 
the foreign carriers’ level, if they don’t comply with the 
requirement we have to resort to our government and ask 
them for help on the grounds that this was a resolution 
taken by all the airlines. I’m sure the government would 
take action, and the only action they could take would 
be to curtail these airlines’ rights. 


Q: Has MEA been losing money directly through dis- 
counting? 

A: No. Well, of course competition is competition and 
we welcome healthy competition. | cannot say that we 
have not been affected by it but not in a catastrophic 
way. We are after all the national airline. We operate out 
of Beirut and any other airline trying to compete with 
us has to carry its passengers via another point, change 
aircraft and go to another point. If the passenger is willing 
to waste half a day stopping off in Eastem Europe for 
example, he pays for it. We think that’s a cheap kind of 
traffic. We are still the master of the market, even though 
we have been affected by discounting. Every day I hear 
of someone who flew by another airline because he got 
a 30 per cent cut, but what can I do? 


(): Has fare-cutting also affected you” 

A: Fare-cutting is worst on the North Atlantic route. 
It has affected us in this part of the world on the long 
haul from Britain to the Far East, to Hong Kong, for 
example. There is a lot of fare-cutting there introduced 
by non-[ATA airlines. We have not been affected tremend- 
ously, but we were scared at one time — when you buy a 
ticket from London to Hong Kong that costs little more 
than half what it costs to fly from London to Dubai - 
it just scares you stiff. At those prices, you may as well 
buy yourself a ticket from London to Hong Kong and 
get otf at Dubai at half fare. We have managed toconiuain 
that now. 




















lhe North Atlantic does not bother us, though you 
may not know that it’s now cheaper to go Beirut-New 
York than to go Beirut-London, given the special North 
Atlantic fares coupled with some illegal discounts. We 
have to watch this, because a passenger could easily buy 
a ticket to New York, fly to Paris or Amsterdam or 
London, and get off there. 


(): What about another problem discussed in Geneva — 
that of airlines’ legitimate eamings being blocked in 
Third World countries suffering from foreign exchange 
difficulties? 


A: I spoke out strongly about this in Geneva, but I 
couldn’t say exactly what I wanted because nost of the 
countries involved are African countries and unfortun- 
ately two or three of them are Arab — Egypt, Sudan and 
South Yemen. 


Q: Algeria? 

A: We don’t have a great interest in Algeria because we 
don’t operate there, but certainly Algeria is one of them. 
Of the others, we have a great interest in Nigeria. We have 
had a tremendous amount of money blocked there for 
years. OK, every now and then they give us $200,000 or 
so, but ['m talking about millions. 


Q: How much do they owe you? 

A: All three Arab countries combined owe us about 
LL 30 million (about $7.4 million) and that’s a hell of a 
lot of money. Almost half of that money is blocked in 
Sudan. Now the Sudanese are my friends, I like them 
very much and they are poor. But after all, I am carrying 
Sudanese passengers. I am of service to the Sudan. OK, 
give me the money in Sudan so that I can do something 
with it, but they don’t let you have the money. Let me 
buy something from Sudan so that I can export it. But 
they don’t let you do anything. Years ago, we had the 
same problem, but they used to let you buy things like 
sesame oii, maize and so on. We exported them and 
earned our money that way. Now it’s not allowed. They 
say: “You are an airline. It’s not your job to buy and sell. 
That’s the government's job.’ OK, let them do it, but let 
us have the money. 

When I made iny statement in Geneva I pointed 
out that blocked earnings represent almost half of our 
reserves. We now have about LL 70 million ($17.2 million) 
in reserves, of which LL 35 million are blocked and we 
cannot use them. They are in what we call slow-moving 
currencies. But what can you do? We passed a resolution 
in Geneva calling on governments to expedite the transfer 
of currencies, but it’s all talk. It depends on how much 


47 


influence you have in Sudan or Nigeria, whether you can 
bring pressure on ..:< ministers of finance and so on. 
From time to time I go to Khartoum and see President 
Nurneiri and he gives me $1 million. But the rest is still 
blocked. Because they are Arabs we deal softly with 
them. As for Nigeria, they give us a hard time but from 
time to time they come up with funds. It’s a wealthy 
country after all and they have to pay eventually. 


Q: What condition is the airport in and what plans are 
there for reconstruction? 

A: All I can say is that the condition of the airport is 
getting prime attention from us and the govemment. 
After the destruction at the airport, there has been serious 
disruption in the facilities, mainly the navigational facil- 
ities — ILS, VOR, DME", some radio beacons and some 
meteorological equipment — all of which were destroyed 
by shelling. It takes money and time to replace these 
things. 

But the airport is now operational and safe since we 
are operating under visual only rules — daytime. with no 
heavy rain or cloud. That is the operational norm and 
you don’t need a very sophisticated ILS system to land 
in daytime when visibility is 20 miles. Nor do you need a 
DMA to tell you how far away you are from Beirut. True, 
it’s a facility that should be available at an international 
airport, but the radars that were destroyed were in any 
case antique and in need of replacement. We are pressing 
the government to take action in placing new orders, but 
it might take up to six months to get the airport back 
into shape. But after all, thank God we have the airport. 
I'd rather have the airport the way it is (and it is perfectly 
safe), rather than have no airport. 


Q: Have any orders yet been placed? 

A: Yes, they ae placing orders but I don’t have details 
to give you. Orders are being placed for ILS, DME, VOR 
— some with French companies, some with American. 


Q: Are you getting money from the government, such 
as the LL 150 million ($36.8 million) loan and the fuel 
rebate? 

A: Yes, we don’t need the loan at the moment, since it- 
was in connection with the Airbus deal. As far as I’m 
concemed that money is prestige money to enable MEA 
to meet the Airbus commitment. It has been approved 
by the Council of Ministers and it’s just a formality to 
get it. But why should I get it when the Airbus deal is 
not ready on the French side? 


*ILS = Instrument Landing System: VOR = Very high Omni 
Rangc: DMF. =Distance Measuring t quipment 























As for the fuel rebate, the government has given us Q: Are you using any of you servicing facilities to service 
an allowance of up to LL 50 million ($12.3 million)a year aircraft from other airlines? 
fot fuel lifted in Beirut. That is not alot in terms of our 
total bill of about LL 500 million ($122.8 million), but A: At present we are fully committed to repairing the 
it’s a gesture. The extra that we are paying for fuel follow- five aircraft that were damaged in the invation. But it is 
ing the price rises last year is far more than the rebate. certainly something we envisage for the future. We are 
In 1982 we estimated the difference at about LL 80 building a 747 hangar at a cost of LL 55 million ($13.5 
million ($19.6 million). We hope fuel costs, world-wide million ) as part of our commitment to the Arab consort- 
and in Lebanon, have now stabilised. But at the time the ium, wherc MEA has been assigned responsibility for the 
government's action was a catastrophe for us. We budgcet- overhaul of the 747 fuselage. At the time when nobody 
ed our fuel costs at a certain figure and overnight that thought Beirut could be worth anything, we went ahead 
figure doubled. We were not expecting it. and decided to build a 747 hangar. Now we are delighted 
to have it. Look at Beirut row. It’s a beautiful place for 
a 747 overhaul. We will have the biggest 747 facility in 
the Arab world. We are lucky! 
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LEBANON 


BRIEFS 


UNION OF ARAB BANKS RETURNS--The Union of Arab Banks is to move its headquart- 
ers from Abu Dhabi back to Beirut following a meeting of the Union's Board of 
Directors in Bahrain. The Union, according to Anwar al-Khalil, who represents 
Lebanese banks inside the association, plans to reopen its Beirut headquarters 
in February of next year and a two-month deadline has been set to terminate pre- 
vious commitments in Abu Dhabi. Mr Khalil said the decision to return to the 
Lebanese capital reflected the director's belief in the importance of Beirut 

as a regional financial centre and their confidence in Lebanon's future poli- 
tical stability. Another factor which contributed to the decision to relocate 
the headquarters is the relatively low administrative costs in Lebanon when 
compared with those of the Gulf, Mr Khalil said. He noted that donations from 
governments to the Union had been insufficient to cover the extremely high 

costs in the Gulf. The next meeting of the Union's board and its general assem- 
bly will be held in Beirut at the end of March and the beginning of April of 
next year. These meetings will choose a new board and a new secretary-general. 
[Text] [Paris AN-NAHAR ARAB REPORT & MEMO in English No 41, 29 Nov 82 p 5] 
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REPORT ON COUNTRY'S DEVELOPMENT 


SAUDI ARABIA 


London ARABIA in English No 16, Dec 82 Supplement pp 33-48 


[Text ] 


The world oil surplus and the fall in Saudi 
Arabia's oil output has led to claims that the 
kingdom is no longer the important force in 
the world economy that it was at the height of 
Opec’s power in the mid- and late 1970s. A 
look at the country's current budget quickly 
refutes any such doubts. 

Expenditure for the fiscal year 1982/83 is 
set at Saudi riyals 313.4bn, just under $94bn. 
Oil revenues, despite production cuts this 
year, are expected to amount to about the 
same figure. Projected on a five-year basis, 
Saudi spending could amount to more than 
SR 1,500bn, some $460bn. This puts even the 
huge expenditure targeted in the current 
five-year development plan — SR 783bn, 
($235bn) — into the shade. For a world fraught 
with recession, the kingdom remains one ol 
the bright spots. Its future growth will benefit 
both the West and the Third World. 

The current budget represents a rise of 
about five per cent on spending in 1981/82, 
which totalled SR 298bn. Defence and secur- 
ity get the largest share — SR 93bn, or about 
30 per cent of the total. Civilian expenditure 
for both operating costs and development 
projects is set at SR 220bn. 

The biggest rises on 1981/82 in the civilian 
sector are for subsidies on food, fuel, indust- 
nal raw materials and agricultural machinery, 
up by 227 per cent to SR 11.2bn. Social 
development and health is up 24 per cent to 
SR 17bn and spending on education and 
manpower services is set at SR 31.9bn, a rise 
of 21.4 per cent. 

These increases reflect the government's 
determination to spread the benefits of 
wealth, now that much basic infrastructure is 
in place. As a result, spending on areas like 
transport and communications, the develop- 
ment of basic economic resources and other 
infrastructural projects is down by between 
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three and eight per cent. 

Expenditure on public administration has 
been cut back severely. The 1982/83 alloca- 
tion of SR 9.5bn is a cut of almost 57 per cent 
on the SR 21.8bn allocated in 1981/82. This 
reflects the lessening role of the government 
in establishing new economic projects and 
their transfer to the private sector, which 
Saudi Arabia sees as the mainstay of future 
development. 

The third five-year development plan, 
which began in 1980, is also putting greater 
stress on areas like manufacturing industry 
and agriculture that were relatively neglected 
in the past. In the year up to July, more than 
300 new plants and factories began produc- 
tion of everything from building products and 
furniture to processed food and electrical 
appliances. Most of these industries, in which 
private capital contributed a large share of 
the $2bn invested, are aimed at producing 
local goods to replace imports. 

The larger, strategic industries, centering on 
the use of oil and gas for the production of 
petroleum products, gas liquids and petro- 
chemicals, are handied by the Saudi Arabian 
Basic Industries Corporation (Sabic), the 
State organisation set up to supervise the 
huge projects envisaged for the new cities of 


Jubail and Yanbu as well as elsewhere in the 
kingdom. Sabic, together with the Saudi 
Industrial Development Fund, provides sub- 
sidies and technical support for the projects, 
some of which are to be turned over to the 
private sector when completed. 

In agriculture subsidies are provided by the 
Saudi Arabian Agricultural Bank and _ its 
associated agencies. As with industry, the 
aim is to make the kingdom less dependent 
on imported goods and to provide a basis for 
indigenous economic growth. Already home 











produced. wheat, eggs, dairy products and 
vegetables have begun to make a significant 
dent in the domestic market, although much 
remains to be done. Thanks in part to the 
.achievements in these two sectors, the non- 
oil growth rate rose by more than 12 per cent 
last year, double the rate originally expected 
in the third five-year plan. 

Figures for 1981, produced by the Saudi 
Arabian Monetary Agency (Sama) —- the 
country's central bank — also show marked 
progress in the battle to control infiation. Last 
year it averaged less than 10 per cent and 
could be even less this year. This contrasts 
sharply with the mid-1970s when official 
figures showed that inflation was running at 
between 25 to 30 per cent. 

While much of this improvement has un- 
doubtedly been caused by better planning, 
the completion of several huge infrastructural 
projects, the use of more indigenous contrac- 
tors, and measures to reduce bottlenecks 
within the economy, have also played a major 
role. Other factors, especially the fall in rents, 
the provision of government subsidies and 
the growth of competition in the local eco- 
nomy, have helped. 

More problematic is the need to train 
Saudis to take over the positions now coming 
available in industry, trade, agriculture and 
services. While substantial progress has 
been made in recruiting rural Bedouin into 
industrial training programmes and into milit- 
ary service, foreign workers still form almost 
half the civilian work force. 

New incentives provided by the govern- 
ment, combined with a reduction in govern- 
ment handouts, could increase the numbers 
substantially by the end of the decade, but 
few observers expect the role of the foreign 
workers to be significantly reduced until the 
1990s, or later. Not only will they be needed 
for the menial jobs Saudis are reluctant to do, 
but large numbers of Asians, Arabs and 
western expatriates will be required to oper- 
ate the huge refining, petrochemical and 
heavy manufacturing industries scheduled 
for Jubail and Yanbu. 

The government's awareness of the prob- 
lems this could create for future development 
is leading to renewed discussion about the 
wisdom of importing workers and to an 
increased insistence that foreign contractors 
and suppliers provide training for Saudis that 
will enable them to manage and operate the 
new projects. Companies which are willing to 
undertake Commitments like these, together 
with those which are eager to provide the 
country with the latest in technology, will find a 
welcome door that could also lead to sub- 
stantial business as the kingdom grows in the 
future. 
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Saudi Arabia is set ta become one of the 
world's jargest suppliers of refined petroleum 
products, gas liquids and petrochemicals. 
Multi-billion dollar projects are under way or 
nearing completion as part of the kingdom's 
plan to transform its energy raw materials into 
more valuaole finished products. 

‘In the crude oil sector new programmes 
beginning this year should help improve 
reserves, recovery rates and methods of 
transport. Petromin, the state energy Corpora- 
tion, is also moving into those areas formerly 
dominated by the western oil companies 
which form the Arabian American Oil Com- 
pany (Aramco) as part of a bid to control more 
of its own resources. 

Saudi Arabia's plans for refining petroleum 
products include the construction of four 
major complexes capable of processing 
almost one million barrels of crude oil a day. 
The largest, with a capacity of 325,000 bpd, is 
to be located at Rabigh, on the Red Sea 
coast Two others, one for export and another 
for domestic consumption, are being built at 
Yanbu. The fourth, at Jubail on the East Coast, 
will provide products both for export and for 
use in nearby petrochemical industries. 
Another refinery, capable of processing 
250,000 bpd, is planned and this, together 
with the new complexes currently being built, 
will bring the kingdom's total refining capacity 
to 2.1m bpd by the late 1980s. Capacity at 
present is justover800,000bpd._ 

The first phase of the gas-gathering system 
begun under the second five-year develop- 
ment plan (1975-1980) was completed in May 
ata cost of $10bn. 

It will enable Saudi Arabia to use the gas 
which was formerly flared off for its own 
industries and for the production of fuels fu: 
export. A natural gas liquids (NGL) complex 
to transform the gas into ethane, propane, 
butane and gasoline is due to open in Yanbu 
by the end of the year. 

Existing plants at Ras Tanura and at 
Juaymah have a Capacity of more than 20m 
tonnes of NGL a year and the new plant at 
Yanbu will bring total output to 26.7m tonnes. 
Further gas gathering schemes now being 
introduced should harness 95 per cent of the 
country’s associated gas and make possible 
the establishment of still more gas liquids and 
liquefied natural gas (LNG) plants later this 
decade. 

Saudi Arabia's plans for petrochemicals 
dwarf those of the most advanced industrial 
countries. Eight complexes to produce 
methanol, ethylene, low-density polyethylene 
and urea (for use in fertilisers) are now being 
built at Jubail and Yanbu at a cost of more 














than $10bn. Western companies like Mobil, 
Exxon, Dow. Chemical and several others 
from Japan are helping to set up the plants 
under joint venture arrangements which will 
give Saudi Arabia access both to modern 
technology and training and to marketing 
facilities in the main consuming countries. By 
the late 1980s the kingdom hopes to have a 
four to five per cent share of world petroche- 
mical sales. 

Further plans now being discussed also 
include the construction of “second genera- 
tion” plants which will use the basic petroche- 
micals produced at Jubail and Yanbu as the 
raw material for the production of plastics, 
synthetic fibres and synthetic rubber. These 
plants, together with those now being built, 
would enable Saudi Arabia to use virtually all 
of its gas supplies to make finished manufac- 
tured goods and provide the basis for the 
kingdom's own industrialisation. It will also 
help reduce the dependence on the oil sector 
since revenues obtained from the export of 
these products can be used to offset falls in 
crude oil demand. 

Pending the completion of these projects, 
Saudi Arabia is also taking steps to ensure 
that its reserves of crude oil are maintained 
and that it obtains the best return possible on 
the export of this irreplaceable natural re- 
source. A $2bn programme to expand pro- 
ductive capacity in the offshore fields of Zuluf 
and Marjan is underway and should be 
complete by 1986. 

The plans include the construction of four 
new gas-oil separation plants, two of which 
will be located offshore and two others 
onshore, the building of a gas lift scheme at 
Zuluf and the construction of a new town and 
industrial support centre at the nearby 
onshore site of Ras Tanajib. 

Eventually the kingdom hopes to increase 
total productive capacity to some 12m bpd; 
while the target date for achieving this was 
Originally expected to be around 1987, the 
current glut in world supplies could lead the 
government to push the date back to 1990 or 
later. With reserves currently estimated to be 
140 billion barrels, Saudi Arabia could easily 
produce crude at this level and still have 
some oil left well into the next century. | 

Another project to store crude oil both for 
domestic use and for export is underway near 
Yanbu. A complex of underground caverns is 
being prepared for storage of up to 1.5bn 
barrels of oil by 1986. The $2bn project will 
help the government ensure that its own 
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revenues, and the needs of its population for 
fuel, will not be endangered should the 
— be unable to export crude at any 
ime. 

Petromin, the state energy corporation, is 
also. pressing ahead with plans to market 
more of the kingdom’s oil output directly. At 
present much of the oil is taken by the four 
Partners in Aramco — Exxon, Mobil, Texaco 
and Standard Oil of California — or sold on 
contract to other big oil companies like Shell 
and Elf Aquitaine of France. 

Since the late 1970s, however, Petromin 
has begun selling Saudi crude to govern- 
ments in the West and the Third World or to 
State-owned oil companies like Italy's ENI and 
Belgium's Distrigaz. 

It is likely that Petromin will also be taking a 
closer look at the domestic market, where 
consumption of oil, gas and other fuels is 
rising rapidly. By 1990 it is estimated that the 
kingdom itself could be consuming more than 
1.4m bpd, compared with 580,000 bpd in 
1980. While measures to prevent waste and 
to increase local prices could curb the rise, 
the construction of the new hydrocarbons 
industries together with rising demand in the 
urban areas and in agriculture will push up 
local requirements. For this reason, as well as 
for Saudi Arabia's own hopes to become a 
fully-fledged industrialcountry, the establish- 
ment of the new refineries, petrochemical 


_.plants and storage facilities make good 


sense. 




















A Modern Tale of Two Cities 


The two new cities of . ubail and Yanbu are 
now fapidly taking shape, the result of more 
than a decade of planning and hard work. 
Together, they are expected to house some 
500,00 people by the century's end 

The huge industries at the cities’ economic 
core will produce refined petroleum products, 
natural gas liquids, petrochemicals, steel and 
fertilisers. They will be supplemented by 
smaller privately-owned factories, either sup- 
plying the new industries or turning their 
products into consumer joods for the home 
market. | 

Socially and culturally, the towns will-also 
set a precedent. By concentrating much 
of Saudi Arabia's younger talent, and by 
opening up contact with foreign profession- 
ais, Jubail and Yanbu could set the pace for 
change - while at thé sare time helping to 
ensure that the kingdom develops in con- 
formity with its own traditions and needs. 

The scale of investment. and of some of the 
construction work and projects involved, has 
confounded the twin scheme’s most profound 
sceptics in the West. especially now that 
many of the basic infrastructural projects, and 
some of the industrial complexes, are nearing 
completion 

The main industnal plants alone cost 
$15bn. They include eight petrochemical 
complexes, three refineries, a large naturai 
gas liquids project and an iron and steel plant 
Capabie of producing annually more than 
2 4m tonnes of sponge iron and an assort- 
ment of basic steel products. In addition, 
each city is getting an industria! port, com- 
mercial cargo facilites and (in the case of 
Yanbu) an oil export terminal 

In the residential areas. thousands of new 
detached villas and apartment complexes 
are being built alongside new shopping 
centres. schools, hospitals and clinics and 
sports facilities. Including the basic infras- 
tructure of roads, water supplies, com- 
munications and power stations, the cities’ 
overall building cost is put at some $75bn 

Work an two of the major industrial sectors 
began in 1979, and both are expected to start 
production in early 1983. The projects include 
the stee! mill (a joint venture of Korf-Stahl of 
West Germany and the Saudi Arabian Basic 
Industries Corporation, Sabic) and a fertiliser 
plant (built by Sabic and the Taiwan Fertiliser 
Company) with an annual capacity of 0.5m 
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tonnes of urea. 

A third piant, to convert methane into 
chemical-grade methanol, is set for comple- 
tion later in 1983. This is also a joint venture, of 
Sabic and a Mitsubishi-led Japanese consor- 
tium, and will produce 0.6m tonnes of metha- 
no! a year. All three plants are at Jubail. 

The following year should see the start-up 
of one 170,000 bpd refinery at Yanbu for local 
consumption and one of 250,000 bpd for 
exports; a third; at Jubail, of similar size, will 
also produce for export. 

In 1985 six other petrochemical plants, five 
at Jubail and one at Yanbu, are also due to 
come onstream with products such as 
ethylene, polyethylene, ethano! and metha- 
nol. Their total capacity should exceed 5m 
tonnes a year. Another complex, to produce 
natural gas liquids and natural gasoline, is 
also dué to start up in Yanbu. 

A smaller plant, producing sulphur for 
export, began operations in April. Petroline, 
the 1,200km oil link that can carry up to 1.85m 
bpd from the Gulf fields to the export terminal 


at Yanbu, opened in May 1981. A parallel line, 
designed to transport up to 270,000 bpd of 
natural gas products, is due to open in 1983. 

For people like the Saudi minister of indus- 
try and power, Ghazi al Gosaibi, the two new 
cities embody the kingdom's aim of becom- 
ing a major industrial power, rather than just 
an exporter of primary raw materials. Jubail 
and Yanbu, he said recently, will widen the 
industrial base both nationally and regionally 
while also providing “a local pool of proficien- 
cles and capabilities through direct training 
and industrial practice.” 
' “The direct and spillover effects,” he 
added, should “reach across the whole eco- 
nomy.” For others, like Or Farouk Akhdar, the 
secretary-general of the Royal Commission 
for Jubail and Yanbu, the two cities are a 
source of pride, and tangible proof of the 
kingdom's ability to become a modern state. 
“The best part,” he told a western journalist in 
April, “is that we've accomplished what we 
promised, thus increasing our credibility for 
the future with sceptics both inside and 
outside the kingdom." 

Those who have seen the luge projects 
rise from the desert sands in such an ama- 
zingly short time can only agree 











industrial projects under construction 





Project/ Capacity Producing Finished by 
Company (in tonnes/year 
unless specified) 
YANBU 
Domestic refinery 170,000 bpd Petroleum Products 1984 
Export refinery 250,000bpd_ : ” ' 1984 
Natural gas liquids plant 2,628,000 . Propane 1982 
1,327,000 -.,. Butane 
1,260,000 - :.~ ° Ethane 
1,216,000. .4}3'"s Natural Gasoline 
Saudi Yanbu 450,000 : ~f"f-, Ethylene 1985 
Pétrochemical 220,000 ©: --s#4 Ethylene Glycol 
Company (Yanpet): 200,000 %.\iaitnan' ait Low-density polyethylene 
90,000: a worcanaly polyethylene 
JUBAIL: ‘“s Nes 
Export refinery 250,000 bpd - 4": Petroleum Products 1984 
Al Jubail Fertiliser 500,000 : ~: Urea 1983 
Company (Samad) 
Saudi Methanol Company 600,000 Chemical-grade methanol 1983 
Saudi Iron and Steel 800,000 Sponge Iron 1983 
Company (Hadeed) 850,000 Steel Billets 
! 800,000 Steel Rods, Bars 
National Methanol 650,000 Chemical-grade methanol 1985 
Company | 
Saudi Petrochemical 656,000 Ethylene 1985 
Company (Sadaf) 295,000 Styrene 
. 281,000 Crude ethanoi 
454,000 Ethylene Dichlioride 
hay 377,000 Caustic soda 
Al Jubail Petrochemical 260,000 Low-density polyethylene 1985 
Company (Kemya) 
Arabian Petrochemical 500,000 Ethylene 1985 
Company (Petrochemya) 180,000 High- and low- density 
polyethylene 
Eastern Petrochemical 300,000 Ethylene Glycol 1985 
Company (Sharq) 130,000 _ Linear low-density 


Source Middle East Economic Digest. Financial Times 
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Providing a Driving Force 


The third development plan (1980-84) in- 
cludes some of the worid’s most extensive 
power and water projects. By the end of the 
plan period, installed electricity capacity (ex- 
cluding power generated at desalination 
plants) is to increase to 12,500 megawatts 
(MW) against 7 SOOMW in 1980 

In addition, some 6.300km of power dis- 
tribution lines are to be put up as part of a 
longer term pian to create a national grid. With 
the new lines electricity will reach more than 
1.3 million consumers, up from the present 
604,000. Also underway are the pian’s huge 
new projects for tapping undergrqund water, 
new desalination plants and water conserva- 
tion, involving both foreign and loca! contrac- 
tors 

The kingdoms first steam-powered gener- 
ating stations in the eastern province were 
involved in oil production and in meeting the 
growing demands of the nearby industrial 
plants The region's system is now based on a 
1.000km network that links the Salaniya pow- 
er station (close to the neutral zone shared 
with Kuwait) with Uthmaniya. on the Qatari 
border. 

Gas turbine power stations, which use less 
water than the steam plants, were preferred in 
other areas, such as Riyadh. Construction 
Started on the capital's eighth major power 
Station, of BOOMW, earlier this year. The 
Middie East's largest power station, of 
1, OOCMW. is already underway at Rabigh, in 
the west of the kingdom, midway between 
Jeddah and Yanbu !t wii! eventuaily link up 
with a system running from Taif and Makkah 
to Yanbu and Madinah. 

Mitsubishi of Japan is to instal! four 250 MW 
steam turbines by 1985 in Jeddah, to operate 
alongside the present three oil-powered gas 
turbines. Another big project in the southwest 
aims to lay on power for some 250,000 rural 
inhabitants along the Tihama coasta! plain 
Construction is ali set to start on the first 
phase, which involves building a major gas 
turbine station at Al Qufudah. 

Other big rural electrification schemes are 
also underway at Al Jouf, Najran, Qassim and 
Buraidah. Fiat TTG of Italy is to build five 
25MW gas turbine stations for the Al Jouf 
project and ts already instaliing similar Capac- 
ity at Najran. A South Korean firm Hyundai, 
together with the Saudi Arabian National 
Development Company. nas won the con- 
tracts for the Najran transmission lines 
General Electric of the US is expanding two 
18MW gas turbines at Tabuk to supplement 
the area's rural electrification schemes. 

Even more ambitious projects are under- 
way to meet the kingdom's increasing water 
needs in industry, agriculture and urban 
development. The Saline Water Conversion 
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Corporation, a state agency allocated a 
$10.2bn budget in the third plan, is to develop 
both underground water supplies and de- 
salination plants. It is estimated that the 
kingdom's underground aquifers are big 
enough to irrigate some 250,000 hectares by 
the end of the century. Parts of Riyadh are 
already being supplied with water from them 
and by 1985 they will provide most of the 
Capital's needs. 

Agricultural schemes in the area will be the 
main beneficiaries of the huge desalination 
plant going up at Jubail, on the Gulf coast, via 
a 464km twin pipeline. This is to be laid by a 
consortium led by Mannesman of West Ger- 
many. Other desalination projects now being 
built include a complex (which will eventually 
provide more than 110m iitres daily) to supply 
Asir province, and one twice as big at 
Makkah. Both projects are expected to cost at 
least $2bn. 

Asir is one of the kingdom's most fertile 
areas. Its desalination complex is to be 
supplemented by a network of reservoirs, 
tunnels, bridges, pumping stations and 
maintenance centres as well as a water 
pipeline in the mountains. The line, which is to 
cost $425m, is being built by a joint venture 
consisting of Italy's Saipem, Lebanon's Con- 
tracting and Trading and Tekfen Insaat and 
Tesisat of Turkey. 

More than 20 smaller desalination plants 
are either being bui't or are planned else- 
where in the kingdom at sites like Um Lay, 
Haq! and Duba on the Red Sea coast and at 
Ras al Kafji in the divided zone Altogether the 
kingdom hopes to expand the annual output 
of purified seawater from 65 4m cubic metres 
to 523m cu m by 1985. (One cu m is very 
nearly 1,000 litres.) 

Besides tapping aquifers and desalination, 
Saudi Arabia 's actively exploring methods of 
waler conservation and reciamation. New 
sewage treatment plants and pipelines wii 
make urban effluent available for food and 
fodder cultivation. One $23m project will 
transport treated water from Riyadh to farms 
in Raqah and Darayya via a 55km pipeline 
now being laid. The supplies wil also water a 
new “green belt” around Riyadh. 

As with the other projects, local contractors 
are increasingly preferred for land moving 
and filling, basic construction and the provi- 
sion of building materials. However, firms 
from the US, Europe and the Far East can 
expect a number of iarge contracts before the 
end of 1985 for consultancy, the supply of 
complex equipment, maintenance and man- 
agement. Foreign firms whose prices reflect 
the growing competition for work in the 
kingdom, and who will train local personnel. 
will be best placed. 











tip Expansion for Air and Sea Ports 


New arrivais at Saudi Arabia s King Abdulaziz 
International Airport at Jeddah are rightly 
impressed with the complex, which architects 
have described as one of the world’s most 
beautiful. But what is equally astounding !s its 
size: Covering a site more than 60km square 
(3,600 sq km), it 's larger than the airports of 
New York (Kennedy and La Guardia), 
Newark, Chicago (O'Hare) and Los Angeles 
combined. 

Equally mind-boggling !s the realisation 
that another airport. of similar size, is due to 
open at Riyadh next year, while a third 
international facility is slated for Dhahran in 
the late 1980s. Together with the heavy 
investment in ports, harbours and shipping, 
these developments make the kingdom a 
most exciting place for transport and con- 
struction companies 

Tne Jeddah airport was opened in May 
1981 after years of work and planning. In 
addition to its two 3,300-metre runways for 
civilian aircraft, it will soon have a third for use 
by the Roya! Saudi Air Force. By 1985, some 
8 5 million passengers are expected annual- 
ly Work on the Riyadh facility is on schedule, 
under the management of Bechtel Corpora- 
tion and Helmuth, Obata and Kassabaum 
(both US firms). It will have three terminals, 
one for international traffic. another for 
domestic flights and a third for special visi- 
tors. Advanced communications and naviga- 
tion systems are being installed - already 
building materials and equipment are pro- 
cured via satellite communications and some 
extensive Computer systems The project's 
final Cost is expected to be between $4bn and 
$5bn 

The proposed Dhahran airport will com- 
plete the kingdom's major modernisation 
programme and provide international links 
with all regions. It is also expected to be a 
mayor terminal for flights to the Far East, one of 
the kingdom's fastest-growing trade areas. 
Domestic terminals and runways at other 
sites, such as Madinah, Abha, Jizan, Taif, 
Tabuk and Qasim, are also being expanded 
lo handle the increase in passenger traffic, 
which is expected to double between 1980 
and 1985 to more than 15 million passengers 
a year. Rolls-Royce of the UK is building a 
new maintenance base in Jeddah for the 
national airline, Saudia, at a cost of $45m. A 
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Japanese firm. JGC, has won a $113m 
contract to build oll-storage and related facili- 
ties at Jouf and Turaif airports. 

Saudia itself is also expanding rapidly. Last 
year it Started a twice-weekly nonstop service 
between Jeddah and New York. It was 
already running daily flights between 
Dhahran and Houston, in partnership with 
Pan Am. In March it launched a route linking 
Jeddah, Riyadh, Bangladesh and Singapore, 
using Boeing 747s; other services either 
Starting up or planned will link Riyadh and/or 
Jeddah to Islamabad, Seoul, Mogadishu, 
Nairobi and Nice. 

Saudia is buying new aircraft worth almost 
$2bn, including four more 747s and 11 Airbus 
Industrie A300s. The first of the A300s is due 


for delivery in early 1984. Saudia’s fleet 
already boasts seven 747s, one long-range 
Boeing 747SP, 17 Lockheed TriStar L1011s, 
19 Boeing 737s and seven Boeing 707s. It 
also operates a Boeing 747 freighter, six 
Douglas DC8s and two Fokker F28s on 
leasing contracts 

Although much of the kingdom's ports and 
harbours infrastructure was completed by the 
late 1970s, the huge new facilities at the cities 
of Jubail and Yanbu are still being built. 
Jubail, which is on the Gulf coast, is the site of 
many of the country’s new petrochemical 
industries: it is to have an industrial harbour, a 
commercial harbour and tanker terminal. A 
British firm, Sir William Halcrow and Partners, 
which designed Jeddah's big container ter- 
minal, is designing the industrial harbour and 
its nine deepwater berths big enough for 
ships of up to 60.000 deadweight tons (dwt). 
The commercial harbour will nave 16 berths, 
including two for containers. The tanker ter- 
minal will be equipped to handle vessels of up 
to 300,000 dwt. 

At Yanbu, work is virtually complete on the 
new industrial harbour, and extension work on 
the existing commercial port is also nearing 
an end. Further down the Red Sea coast a 
new ship repair yard, built for the Saudi 
Arabian Ports Authority, was completed ear- 
lier this year. This will be operated by Nave- 
link, part of the Portugal-based Lisnave 
group, and will be abie to take vessels of 
16,000 dwt and 45,000 dwt at its two dry- 
docks. 

















Jeddah's port, which already has 47 
berths, is to get another, purpose-built for 
tivestock import. now running at 2.9m head a 
year. Still on the Red Sea coast, the port of 
Jizan is being upgraded to include two 
container berths and one for roll-on/roll-off 
(ro-ro) cargoes, which can be quickly trans- 
ported to the rapidly growing, more densely 
populated areas of the southwest. 

All told, the kingdom's port facilities should 
increase to 124 berths by 1983, including 39 
at Dammam and 13 at Jizan as well as those 
at Jeddah and Yanbu. Completion of the work 
at Jubail and of the extension at Jizan will 
bring the total of berths up to an impressive 
145 by the end of the third plan. 

One of the snags that has cropped up this 
year, however, is the growing problem of 
Customs clearance for the huge amount of 
cargo entering the kingdom as the third pian 
gears up. The Saudi Ports Authority's new 
regulations, which came into effect in May, 
stated that certain cargoes (such as timber, 


Motoring on the Highways and Byways 


The kingdom boasts one of the world’s largest 
road-builang programmes, with néarly 
$12. 5bin allocated to it under the third five- 
year plan. 

Some 6.000km of new paved highways are 
being laid, to add to the existing 11,000km 
Extensive new urban ring-roads, complete 
with bridges and flyovers, are aiso being built, 
and new links with the neighbouring states. In 
the rural areas, existing tracks are being 
upgraded. Feeder roads from the new ports 
and airports are also under construction 

Among the new expressways being built 
are those linking Riyadh and Dammam 
(383km) Riyadh and Makkah (9!1km) and 
Makkah and Madinah (482km). Other major 
road projects include’ a 365km link between 
Riyadh, Salbukh and al Majyamah, a 322km 
route between Khamis Mushayt, Tandahah, 
Tathlith and al Khurnasiyyah, ‘another of 
247km from Taif and Bani Saad; and a road of 
224km between Hail, Baga and Jubah. 

Ihe scale of the problems faced - and 
overcome can be gauged from the expen- 
erices of a Belgian firm, Stagro. Their road- 
makers had to blast a trench /5 metres wide 
and 7km long Out of limestone to lay the base 
ot the Riyadh-Makkah link 

Another huge project, just completed, in- 
volved sending 60 mountaineers down a 
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Steel structures, building materials and cars) 
wou!d not be accepted in containers. 
Shippers immediately panicked, fearing 
that a switch back to conventional vessels 
would raise shipping costs and further delay 
Clearance even more. But the Authority has 
refuted claims that the measure was de- 


signed to hamper the operations of foreign 
shippers, and has issued another clarifica- 
tion. It says that some of the goods may be 
carried in container vessels under certain 
conditions. The Authority also insisted that 
only about one per cent of all goods coming 
into the kingdom would be affected by the 
new regulations. 

Foreign shippers remain confused, howev- 
er, and are still awaiting further clarification. 
Unless the matter is cleared up, the opening 
of new port facilities in Jubail and Yanbu, 
rather than speeding up the process of 
ciearance, Could simply add to the backlog 
caused by the new regulations. 


2.000-metre high escarpment during the 
building of the new road between the fertile 
Tihama plain and the cities of Taif and Abha in 
the southwest. The mountaineers helped to 
lower machinery on to platforms built into the 
cliff face 

Altogether, this project involved moving or 
excavating more than 2.8m cubic metres of 
rock, sand and dirt, and the construction of 13 
tunnels ana 22 bridges. Before work could 
even begin on the main road surface of the 
58km stretch, the contractors, Ret-Ser of 
Taiwan, nad to lay 11 service roads to bring in 
machinery and earth-moving equipment. 

Aside from the big domestic links, the 
international routes are also keeping dozens 
of foreign firms and subcontractors busy, as 
well as local Saudi firms and others from 
neighbouring states. A Dutch firm, Ballast- 
Nedam, isinvoivedin the huge $564m cause- 
way that will link the kingdom's east coast with 
the main island of Bahrain. The 25km road 
project, whicin includes building an artificial 
island to house workers and building mate- 
rials, is due for completion in 1985. 

Saudi Arabia is already a heavy importer of 
cars and trucks, and the completion of the 
third plan's projects will certainly add to this 
demand In 1981, the kingdom imported 











330,000 motor vehicles at a cost of $2.8bn 
and, although ideas have often been floated 
for local assembly plants, only one has got off 
the ground so far. This was largely due to 
subsidies provided by the Saudi Industrial 
Development Fund. 

This plant, which was opened in 1975 in 
Jeddah, is a joint venture of Saudi Arabia's E 
A Juffali and Brothers and Daimler-Benz of 
West Germany. Using kits supplied by 
Daimler-Benz, the plant satisfies about 75 per 
cent of the kingdom's demand for heavy 
vehicles over 16 tonnes gross. On a two-shift 
basis, the plant has a capacity of 11,000 units 
a year. 

Another vehicle assembly pliant is being 
considered by a British firm, Shelvoke and 
Drewry, a subsidiary of Buttefield-Harvey. it 
would specialise in vehicles needed by muni- 
Cipalities for waste removal, firefighting and 
security. Discussions on a joint-venture 
arrangement with a Saudi firm are under way, 
and a site for the factory tentatively selected 
at Yanbu. 

As with other proposed assembly plants, 


The Seeds of Sufficiency 


The development of agriculture is of increas- 
ing concern to Saudi government planners. In 
part this reflects their determination to cut 
back costly food imports, which are estimated 
to account for more than 90 per cent of local 
consumption. , 

However, it also reflects their fears of a 
possible western embargo on the supply of 
wheat, grains and other vitai foodstuffs in the 
event of political disagreements, or if Saudi 
ports were blockaded for any reason. The 
vastly increased sums in the third five year 
plan, where agriculture and related water 
works are allocated almost Saudi riyals 62bn 
($18bn), and the high components in annual 
budgets for subsidies on agricultural equip- 
ment and locally-grown food should ‘be seen 
against this background. 

At present, the kingdom can grow about 
130,000 tonnes of wheat annually, some 22 
per cent of local consumption. Poultry farming 
has improved markedly, with self sufficiency 
in chicken meat envisaged by the middie of 
the decade despite rising consumption 
caused by the high cost of lamb, the tradi- 
tionally preferred meat. More fruits and veget- 
ables are being produced also, partly be- 
cause of more greenhouse Cultivation and the 
adaptation of crops to the Saudi climate, but 
much remains to be done. 

Perhaps only two per cent of the kingdom's 
land is arable. However, potentialiy produc- 
tive areas, mainly around Riyadh, Hofuf oasis 
in the east and in the southwestern Asir 
province, could still be exploited, given the 
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the firm wants to make sure there is a rnarket 
for locally-produced vehicles. So far, many 
buyers have found that imports are the 
cheaper option, given the necessary heavy 
expenditure. 

Whatever happens, the kingdom's demand 
for vehicle imports will probably continue to 
grow. Aside from cars for personal use, an 
ever-increasing number of taxis, buses and 
industrial and safety vehicles will be needed. 

For example, the number of passenger 
trips on the intra-city, inter-city, commuter and 
airport bus routes has grown to more than 60 
million annually, even though the Saudi Public 
Transport Company was set up only three 
years ago. That company is to expand its 
present fleet of 900 buses, including 200 
inter-city coaches, to 1,350 by 1983 

Three private companies specialising in 
providing limousines for the main airports are 
also expanding their fleets, which currently 
total some 200. For western and Japanese 
vehicle suppliers, the Saudi market is one of 
the few rays of hope in arecession-hit world. 


sort of incentives outlined in the third plan. To 
date only 400,000 hectares or so have been 
planted but government figures show that up 
to 5m hectares could eventually be farmed. 
While some as yet unfarmed areas could 


‘grow grains, fruits and vegetables, others 


may be suitable for fodder crops and the 
grazing of sheep, goats and poultry. The use 
of effluent water and other supplies now 
simply run off into the earth could also boost 
fodder cropping and open up new land for 
fruit trees, date palms and ornamental 
greenery. 

Under the 1980-84 plans priority is given to 
developing large-scale commercial enter- 
prises, to giving incentives to expand existing 
farms, and to assisting sma'l farmers increase 
their yield. About 36,000 hectares of arable 
land are to be reclaimed and irrigated, and a 
new network of cooperatives set up to help 
with transport and marketing. Another 80,000 
hectares are to be made available to farmers 
eligible for free government land parcels. 

A major new programme of agricultural 
loans has also been established by the Saudi 
Arabian Agricultural Bank. Farmers and in- 
vestors will be allowed subsidies of up to 50 
per cent to offset the cost of agricultural 
machinery, irrigation equipment, fertilisers, 
animal feeds and seeds. Pesticides will be 
provided free. Those setting up dairy farms 
will have half the cost of importing cows paid 
by the government. New poultry farms will be 
eligible for a subsidy of 30 per cent to buy 
processing equipment and farm buildings. 
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In addition, farmers will be paid for their 
produce at prices well above world rates. The 
government price for wheat, for example, is 
sét at SR 3.5 ($1) per kilo, which is more than 
double the estimated SR 1.5 production cost. 

One of the large commercial enterprises 
being set up is the Saudi Arabian Agricultural 
Dairy Company (Saadco), which operates a 
huge farm at Al Kharj near Riyadh. By 1985 
the farm is to be expanded to 3,000 hectares, 
which will make it the world's largest self- 
supporting farm. The number of animals is to 
be increased from 9,000 to 25,000. 

Another big farming project is one set up by 
the National Agricultural Development Com- 
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pany (Nadco), which began operation in 
June, 1981. The company took over a 4,000- 
hectare farm in Haradh oasis, near the Empty 
Quarter, and by the year's end was set to 
produce 7,000 tonnes of wheat a year, as well 
as good supplies of alfalfa, Rhodes and 
Sudan grass and dairy products. Farm man- 
agement is by FMC Corporation of the US and 
Saudi Arabia's own Olayan group of com- 
panies. 

Saudi investors have historically shown 
little enthusiasm for agriculture, mainly be- 
cause of its long lead times on profits, but the 
new government incentive schemes and high. 
guaranteed prices have changed attitudes. 











SAUDI ARABIA 


BRIEFS 


INSURANCE LEGISLATION UNDER STUDY--Islamic experts are considering the vexed 
question of insurance laws for Saudi Arabia, the General Manager of the Saudi 
United Insurance Company, Ahmad Sabbagh, told a London conference on insurance 
in the Arab world. At present there is no legislation affecting insurance in 
Saudi Arabia. Mr Sabbagh said that a religious commission and the government 
were together looking at a possible insurance law and how it could fit in with 
the teachings of the Holy Koran. Religious involvement is necessary because 
of Saudi Arabia's reliance on Islamic law. At the same conference, Mr Sabbagh 
also blamed greedy insurers for the high rates and terms for cover for new 
Arab development projects. "It is perhaps unfortunate that in their unbridled 
enthusiasm to establish themselves quickly, the majority of these insurers 
cast all technical underwriting standards to the winds," he commented. He 
added that with the emergence of indigenous insurance markets, new and more 
demanding needs had to be faced. Either a small number of reinsurers could 
give their entire support to a local company to the full extent of their 
treaty requirements, with perhaps additional facultative and line-slip par- 
ticipations, or "the alternative method is where a number of reinsurers give 
fractional support following one or two relatively low percentage leads. This, 
in my own view, is not real backing," Mr Sabbagh declared. He called for more 
efficient risk management in Arab insurance markets and went on to identify an 
unbalanced portfolio as another problem for lecal insurers in a rapidly devel- 
oping market. [Text] [Paris AN-NAHAR ARAB REPORT & MEMO in English No 41, 

29 Nov 82 p 4] 
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INDUSTRIAL GROWTH FIGURES FOR LAST DECADE CITED 
Damascus TISHRIN in Arabic 17 Nov 82 p 9 


[Article: "Industry as Leading Sector of Economy Is Slogan Translated by 
Corrective Movement Into Tangible Reality; Investments of Fourth 5-Year 
Plan: 8 Billion Syrian Pounds for Food Industries Sector and 2.25 Billion 
for Textile Industry Sector; In Last 5 Years of 1980's [sic], Our Engineer- 
ing industries Production Doubled, Chemical Industries Production Tripled 
and Cement Production Grew Fivefold"] 


[Text] The corrective movement led by struggler President Hafiz al-Asad, 
Socialist Arab Ba'th Party secretary general and president of the republic, 
has given the industrial sector every support and care and has sought to 
make it the truly leading sector of the economy by virtue of its being 

a vital and important sector for the national economy. 


Industrial development under the corrective movement's canopy has been 
extensive and has covered all the branches of industry. New and advanced 
industries previously nonexistent in the country have been introduced. In 
this article, we will try to review briefly the achievements of the indus- 
trial sector in the past 5 years: 


Textile Sector 


The number of textile establishments operating by the year 1970 was 13 with 
a total capital of 107.4 million Syrian pounds and a labor force of 16,460 
workers. 


This industry began to grow and develop under the corrective movement. 
Investments allocated for this sector in the third 5-year plan for the years 
1971-75 amounted to more than 471 million pounds and the value of production 
rose from 250 million Syrian pounds in 1970 to 496 million pounds in 1975. 
The number of workers in the sectors rose to more than 24,780 and worker 
productivity rose from nearly 14,000 Syrian pounds to more than 20,108 
million pounds [annually]. 


The following table illustrates the fundamental changes in the textile 
sector during the years of the third 5-year plan: 
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Table 1 














Factor 1971 1972 1973 1974 1975 

Investments (in millions 

of pounds) 23.141 12.040 17.885 106.026 311.245 
Production (in millions of 

pounds ) 269.000 329.000 320.000 465.000 496.000 
Number of workers 19,445 19,707 22,025 23,343 24,777 
Worker productivity (in 

pounds ) 14,495 15,592 14,289 19,920 20,108 


1.755 Billion Syrian Pounds in New Investments 


With implementation of the fourth 5-year plan for the years 1976-80, the 
textile sector witnessed another extensive development, as indicated by the 
following: 


Total value of investments allocated: 1,754,713,000 pounds. 
Total value of production (in 1980): 881,654,000 pounds. 
Total number of workers: 29,133. 


In the years following 1970, a number of new projects entered the sphere of 
actual production, the most important being: 


The fine yarn mill in Hamah; the Dayr al-Zawr yarn mill; the Idlib yam 
mill; the Latakia textile mill; al-Walid yarn mill in Homs; al-Hasakah yarn 
mill; the Jablah yarn mill; the woolen rugs mill in al-Suwayda'; the woolen 
yarn mill in Hamah; and the ready-made clothes project in Damascus and 
Aleppo. 


This is in addition to important expansion in the existing companies-—- 
expansion demonstrated in the following: 


Total number of spindles in 1970: 241,136; number of spindles added after 
1970: 748,967; number of looms in 1970: 3,568; and number of looms added 
after 1970: 1,397. 


Food Industries Sector 


The blessed corrective movement has devoted extensive attention to the food 
industries sector because of these industries’ importance to the citizen's 
life and daily food, has given this sector the material and moral support 
to advance and has supplied the sector's projects with the necessary funds 
for implementation. 


Total money spent on investments in public sector food companies is as 
follows, in 1,000 Syrian pounds: 
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Spending in fifth Spending in third Spending in fourth 
Item 5-year plan 5-year plan 5-year plan 











Replacement and 
renewal 70,571 3, 700 72,909 .9 


New projects and 
projects under 
construction 9,250 10,955 114,198 


Total 79,821 14,155 [sic] 187,107.9 


The fifth 5-year plan has only provided for the replacement and renewal 
projects and for modernizing the capacities of existing lines and plants, 
with provisions for the approval of new projects annually after the techni- 
cal and economic studies on such projects are completed. Actual spending 
on the completion, replacement and renewal projects of the food establish- 
ments in the first 2 years of the fifth 5-year plan, namely, 1981-82, totals 
42 million Syrian pounds whereas the allocations for such projects in 1983 
amounted to 74 million Syrian pounds. 


To give a more comprehensive idea of the dew lopment undergone by the food 
industries under the reign of the glorious corrective movement and on the 
fruits produced by these efforts, support and funds devoted by the movement 
to this sector, we will outline in the following the projects implemented 
in the public food industries sector from 1970 to the end of 1982. 


Grapes processing plant in Homs: 


It began actual production in 1971. The plant cost nearly 5 million Syrian 
pounds to build and its production capacity is 4,735 tons of processed 
grapes annually. The plant provides work for nearly 150 workers. 


Jablah Preserves Plant: 


It began production in 1974 and cost nearly 4 million Syrian pounds to build. 
It provides work for about 250 permanent and seasonal workers and its pro- 
duction capacity is nearly 10,000 tons of various kinds of processed fresh 
fruit and vegetables. 


Beer plant in Damascus: 

It began production in 1978 and cost nearly 23 million Syrian pounds to build. 
Its production capacity is 4-5 million liters of beer annually, and it pro- 
vides work for nearly 162 workers. 

Macaroni and vermicelli plant in Dar'a: 

It began actual production and cost nearly 13 million Syrian pounds to build. 


Its production capacity is 4,000 tons of various types of macaroni and 
vermicelli annually and it provides work for 93 workers. 
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Idlib Preserves Plant: 


It began actual production at the end of 1982 and cost nearly 30 million 
pounds to build. Its production capacity is 13,000 tons of fresh vege- 
tables and fruits [annually], including olives. It provides work for 
nearly 150 workers. 


Al-Mayadin Preserves Plant: 
It began production at the end of 1982 and cost 26 million Syrian pounds to 


build. Its processing capacity is 12,000 tons of various kinds of fruits 
and vegetables and it provides work for nearly 120 workers. 


Al-Hasakah Preserves Plant: 

It began production at the end of 1982 and cost nearly 25 million Syrian 
pounds to build. It has the same production capacity as al-Mayadin 
preserves plant and provides work for the same number. 

Automatic can production plant in Idlib: 

Its production capacity is 85,000 metal cans of various sizes per 8-hour 
shift and it provides work for nearly 36 workers. Construction costs 
have reached 5 million Syrian pounds so far. 

Automatic can production plant in Damascus: 

It began experimental operation in 1982 and also cost nearly 5 million 
Syrian pounds. It has the same capacity and provides work for the same 


number as the Idlib can production plant. 


Automatic line to package pasteurized milk and yogurt in plastic con- 
tainers in Homs: 


The line has cost nearly 8.5 million Syrian pounds to build and has a pro- 
duction capacity of 7.5 toms of pasteurized milk and nearly 14.5 tons of 
yogurt per 8-hour shift. 

Automatic yogurt line in Damascus: 

It began production in 1982 and cost nearly 4 million Syrian pounds to 
build. Its production capacity is 14.5 tons of packaged yogurt per 8—-hour 
shift. 


Automatic peanut roasting and packaging line in Tartus: 


Its total cost was 3 million Syrian pounds. The installation of equipment 
and the start of experimental operations is expected by the end of 1982. 


These investments and new production lines and the maintenance, replacement 


and development of the old lines have had an effective impact in enhancing 
production quantitatively and qualitatively. 
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‘the value of production rose from nearly 132 million pounds in 1970 to 
719.573,000 Syrian pounds in 1982, at current prices, an increase of 445 


Sales rose from 129 million Syrian pounds in 1970 to 689,811,000 Syrian 
pounds in 1982, an increase of 435 percent. 


The number of workers rose from nearly 5,300 in 1970 to 6,380 in 1982, an 
increase of 20 percent. 


Engineering and Chemical Industries Sector 


It is worth noting that up to 1975, the cement industry was included admin- 
istratively within the engineering, chemical and cement industries sector. 
Therefore, the data available up to the end of the third 5-year plan cover 
all three branches. The following table demonstrates the most important 
changes in this sector up to 1975. 








Table 2 
Factor 1971 1972 1973 1974 1975 

Investments (in millions of 

pounds ) 28 42 68 158 883 
Production (in millions of 

pounds ) 171 194 228 270 324 
Number of workers 7,492 9,446 9,061 10,243 11,673 
Worker productivity (in pounds) 6,176 5,080 3,475 3,916 8,839 


1976: Three New Organizations Instead of Union 
Since 1976, the Engineering and Chemical Industries Union has been divided 


into the following three specialized organizations: the Engineering Indus- 
tries Organization, the Chemical Industries Organization and the Public 


Cement Organization. 


The fifth 5-year plan, covering the period 1976-80, for these organizations 
included vast investments, which are summed up in the following table: 


Table 3 (in millions of Syrian pounds) 


Organization Rotated projects New projects Reserve projects Total 





Engineering 921.5 20 648 1,589.5 
Chemical 3,560.5 493 554.5 4,608 
Cement 1,451 1,475 462 3, 388 
Total 5,933 1,988 1,664.5 9,585.5 


These vast investments have had a clear impact on enhancing and diversifying 
the production of each of the three organizations, as demonstrated in the 


following table: 
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Table 4 (in millions of Syrian pounds) 





Organization 1975 1980 
Engineering 313 953 
Chemical 156 331 
Cement 108 380 
Total 577 1,664 


The new projects implemented since the corrective movement are: 
Engineering industries: 


The Aleppo cable project; the metal pipe project in Hamah; the lead pencil 
project in Damascus; the electrical motor project in Latakia; the aluminum 
project in Latakia; and the scrap metal melting project in Hamah. 


Chemical industries: 


The triple phosphate fertilizer plant and the ammonia and urea fertilizer 
plant in Homs; the four shoe factories; the tire production plant in Hamah; 
the paper mill in Dayr al-Zawr; the electric light bulb plant in Aleppo; 
the Aleppo glass factory and the Aleppo tannery; and the human drug plants. 


This is in addition to the development and expansion of many existing plants. 
Cement industry: 

Al-Muslimiyah and al-Shaykh Sa'id cement plants in Aleppo; the new cement 
plant in Hamah; the new ‘Adra cement plant; the giant Tartus plant; and 

the new porcelain plant. 

Sugar Industry Sector 

Administratively, the sugar industry sector followed the Public Food Indus- 
tries Union until 1975. When the Public Sugar Organization was created, the 
three sugar plants of Homs, ‘Adra and al-Ghab were brought under its control. 
Large investments were allocated in the fourth 5-year plan for this organi- 


zation: 


For replacement and renewal: 42 million Syrian pounds 


For rotated projects: 699 million Syrian pounds 
For new projects: 1.3 million Syrian pounds 
For reserve projects: 45 million Syrian pounds 
Grand total: 787.3 million Syrian pounds 


As a result of these large investments, the organization built the following 
four new sugar plants, each able to process 4,000 tons of beets daily: 
Maskanah plant, Tall Salhab plant, Dayr al-Zawr plant and al-Raqqah plant. 





Consequently, the value of the organization's sugar production rose from 
142 million Syrian pounds in 1976 to 307 million pounds in 1980. 


Centers and Institutes Attached to Miuistry 


In addition to the aforementioned industrial companies and organizations, a 
number of centers, institutes and training complexes have been set up in the 
Ministry of Industry and have been entrusted with the tasks of enhancing the 
standard of vocational and technical training of the industrial workers and 
preparing the technical and economic studies capable of developing the 
quality of the industrial production. 


In the past 10 years, these complexes have undergone major development in 
terms of increased numbers, work volume and activities extended to other 
agricultural, commercial and state sectors. These centers and institutes 
are: the industrial tests and research center, the management and produc- 
tivity development center and the general standards authority. 


There are also the following six middle-level institutes: the vocational 
training complexes in Damascus and Aleppo and the projects for vocational 
training complexes in Homs, Latakia, Dayr al-Zawr and Hamah. 

The Ministry of Industry also supervises directly the following three public 
companies: the Euphrates Tractors Company--one of the accomplishments of 
the corrective movement--which was founded with joint Syrian-Spanish capital 
to produce farm tractors; the (Sircotel) Company, which was founded recently 
with joint Syrian-French capital to produce telecommunications equipment; 
and the Agricultural Machinery Distribution Company in Aleppo. 

Industries Today 

The current year has witnessed the launching of numerous new industrial 
projects that were made operational after faltering for various periods 
extending in some cases to several years. 


The most important projects that began regular production in 1982 are: 


1. The four new sugar plants in Dayr al-Zawr, al-Raqqah, Maskanah and 
Sahlab. 


2. The triple superphosphate plant. 

3. The ammonia and urea fertilizer plant. 

4. The tires plant. 

5. The first and second lines of the Tartus cement plant. 

6. The three preserves plants in al-Mayadin, al-Hasakah and Idlib. 


7. The Latakia textile plant. 


67 








8. Al-'Awadim yarn plant. 

9. The Idlib, al-Hasakah and Dayr al-Zawr yarn plants. 
10. The electric light bulb plant in Aleppo. 

li. The (Sircotel) Company. 


The central meetings to follow up implementation of the production plan for 
the first three quarters of 1982 have confirmed that the plan implementa- 
tion rates have risen substantially and that the achieved production has 
also risen quantitatively and in value compared with previous years. 


The following table demonstrates the value of both the actual and targeted 
production for 1982 and the expected development in 1983: 











1982 Actual produc- Implementation Development 

Organization plan tion in 1982 rate (%) 1983 plan rate (%) 
Textiles 1,746 1,549 89 2,389 154 
Food 749 719 96 932 129 
Engineering 1,418 1,245 88 1,578 126 
Chemicals 1,795 1,036 58 2,105 203 
Cement 967 797 82 10, 766[sic] 135 
Sugar 644 461 71 535 116 
tuphrates 

Tractor 

Company 153 160 104 243 152 
Total 7,472 5,967 80 18,548 211 


The production volume achieved in 1982 reflects a tangible increase in the 
most important manufactured goods compared with previous years, as demon- 
strated by the following table: 














Commodity Unit 1980 1981 1982 

Cement Ton 1,995,000,000 2,310,000 2,844,195 
Sugar Ton 90,261 148,000 189 ,052 
Glass Ton 29,758 38,801 59,349 
Varied yarn Ton 27,110 

Fertilizers Ton 48,315 59,607 250 ,000 
Cables Ton 9,115 10,466 12,700 
Aluminum sheets Ton 1,350 1,376 1,900 
Televisions Number 72,058 47,189 63,000 
Refrigerators Number 126,755 125, 329 125,000 
Tractors Number 2,600 3,000 3,000 
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ECONOMIC COOPERATION WITH SOVIET UNION 


Paris AN-NAHAR ARAB REPORT & MEMO No 43, 


[Text ] 


Syrian-Soviet trade has increased seven-fold between 
1972 and 1982. Under a new five-year trade protocol 
signed in May, 1981, the value of bilateral trade (at con- 
stant prices) is expected to grow at an average of 10 per 
cent a year. 

There was “some decline on some items between 
1979 and 1981,” Soviet officials told this newsletter. 
Nonetheless, the Soviet Union is ‘‘satisfied’ that the 
trade volume targets ‘‘are being fulfilled” and will grow 
at expected rates, according to Evgueni Ksenofontov, 
the head of the Soviet Union’s commercial section in 
Damascus. 

Syrian exports to the Soviet Union at 46] million 
Syrian pounds* amounted to 6 per cent of total ex- 
ports in 1980, according to the latest available govern- 
ment figures issued by the Office of the Prime Minister. 
imports of SL 178 million in the same year amounted to 
one per cent of total imports. Both exports and imports 
were mostly intermediate consumption goods. 

Exports to the USSR fell slightly (by 3 per cent) to 
SL 446 million in 1981, according to the same source. 
Imports to the USSR jumped 59 per cent to SL 784 
million in 1981. Overall, exports remained constant at 
SL 8,251 million while imports climbed 22 per cent to 
SL 19,781 million in 1981. 

Mr Ksenofontov said Syria exported traditional pro- 
ducts like raw leather. wool, cotton, knitted wear, tex- 
tiles, cosmetics, oil and phosphates. He said the Soviet 
Union supplied machinery, timber, cement, rolled steel, 
automobiles, textile machines, cement trucks, tractors 
and diesel locomotives. He declined to give specific trade 
figures but said prices were pegged to their varying intcr- 
national market value at specific exchange rates to the 
pound sterling. 





* SL =$ 0.2548 
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The protocol sets out approximate quantitative tar- 
gets in each product category while the state monopoly 
trading organisations negotiate specific contracts. There 
is a long-standing clearing agreement through which both 
cash and credit payments are settled up each year. 
Industrial equipment, for instance, is usually sold under 
five-year credit agreements with interest. Last year, a 
40 million rouble credit was granted at 4 per cent for 10 
years for railway construction equipment. 

New products like phosphates, have been offered 
and bought outside the protocol. Syria exported SL 129 
million in natural calcium phosphates last year and triple 
superphosphate output and exports are expected to 
grow significantly next year when a 1,000-liquid-ton per 
day factory comes on stream. 

Cotton exports to the USSR dropped 51 per cent to 
SL 130 million in 1980, but Russia remained Syria’s 
main customer, followed by Algeria and Czechoslovakia. 
Inferring from partial statistics, cotton production seems 
to have fallen off for two years running from 1979 to 
1981. Uncombed raw cotton constituted the bulk of the 
fibres, fabrics and textiles exported. 


The two countries enjoy 25 years of economic co- 
operation and exchange. A treaty of friendship and 
cooperation was signed in Moscow in October, 1980, 
which wili undoubtedly reinforce these relations. Between 
1971 and 1980, the amount of Soviet technical and eco- 
nomic aid has almost tripled. (The dollar value was not 
available.) 

On the political front, Syria is clearly the Soviet 
Union's prime ally among the confrontation states of the 
Middle East. As a strategically located front-line state 
with territorial claims on the Golan Heights, Syria would 
like single-handedly among the Arab powers to achieve 
strategic military balance or equality with Israel. 























Well-placed sources in Damascus said Syria has been 
completely resupplied with more than $ 500 million 
worth of military equipment to replace weapons which 
it lust in the summer war in Lebanon. The Syrian Defence 
Minister claimed recently his forces were more battle- 
capable now than six months ago. The sources said 
hundreds of tanks and about 60 to 100 planes lost have 
been replaced, with the bill going to the Arab oil states. 

Soviet economic assistance to Syma appears to be 
aimed at backing up this military investment and at 
building a dominant socialised public sector. 

More than 34,000 Synans have been trained as 
skilled workers, technicians and engineers at short-term 
secondary and higher educational institutions in the 
Soviet Union. Nevertheless, one source said there are 
currently probably more Syrian students in the US than 
In Russia 

The Soviet Union has buit schools for skilled trans- 
port workers in Latakia and Aleppo. It also designed a 
school at Rumalan which is to be budt by Synia to train 
1 SOO oil workers a year. 

The Russians have been directly involved in the 
success story in the Syrian petroleum imdustry, where 
output has reached 8 9 million tonnes a year, covering 
domestic consumption and serving as an important source 
of hard currency. 

Mr Ksenofontov said Soviet oil exploitation techno- 
logy has had a dominant impact. Six out of 25 oi] and 
gas fields in the Rumalan and Jebici areas in the north- 
east have been brought into production. Western oil 
exploration 1s sti!l leading the way, however, with Chad- 
oil having gained a major recent contract 

The Russian foreign aid helped to build the 800 
megawatt Al-Thawra (Revolution) dam across the upper 
tuphrates River. The complex of eight hydro-electric 
ageregates supplies up to 70 per cent of ail energy pro- 
duced in Syria. It was constructed in a relatively short 
10 vears and completed in 1978. it created the 12 bil- 
hon cubic metre Al-Assad water reseivoir, capable of 
eventually irrigating 640,000 hectares. So far, 21,000 
hectares have been reclaimed from the arid wastes, a 
Soviet source said, with another $0,000 hectares being 
dovcloped. A large pumping station capable of delivering 
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96 cubic meires per minute was begun in 1980 

The Al-Thawra power plant supplies a local industnal 
base as well as the new village of Atafa. The Soviets par- 
ticipated in the erection of 1,800 km of high-voltage 
lines (out of 2,600 km planned), connecting the complea 
to Syria’s northwestern industria! heartland. 

Another land reclamation project in western Meske- 
neh will increase Syria’s cultivated land under irrigation 
by 15 per cent. Under construction is a Soviet built dam 
across the Meskeneh River which will create a 200 mil- 
lion cubic metre lake, watering 14,000 hectares. Already 
under irrigation is 17,000 hectares including one 4,000 
hectares state farm. 

Other state farm irrigation projects are being studied 
for the densely populated four western provinces using 
the Yarmuk River. The region produces two-thirds of all 
agricultural output and contains three-fourths of the po- 
pulation. 

Besides educationa!, oil, energy and irngation pro- 
jects, the Russians have focused on transportation. The 
Kameshly-Latakia railway, completed in 1980, moves 
half of all freight and 90 per cent of all domestic passen- 
gers and connects the petroleum-rich northeast to the 
Mediterranean coast. 

The Al *no-Homs—Damascus railroad is being 
built and rebuilt with international haulage in mind, to 
replace the old Levantine line that used to go through 
Lebanon and Israel. 

Soviet cooperation in the expansion of Latakia port 
to accommodate 7 million tonnes of freight per year 
compares favourably with Beirut port’s 1974 peak of 4 
million tonnes a year as the “entrepot of the Middle 
East.” Re-exports through Syria came to SL 1.5 billion 
in 1981, equalling almost 20 per cent of direct exports 
and pointing to the increasing regional importance of 
socialist Syria as a Mediterranean middleman. Lebanese 
reexports for the first half of 1980 came to only 
LL 535 million by comparison. 

In short, Syria backed by the Soviet Union has pre- 
tensions of becoming a major Middle East economic and 
military force. While bilateral trade is stil] relatively 
small, it 1s expanding in a planned way, tying in with 
Syria’s crucial cotton, oil and phosphate industries. 
Meanwhile, the country’s infrastructure is being built for 
long-term centralised control, dependent on Sowiet 
expertise and spare parts. Economic dependence is being 
built into the strategic military alliance. 











SYRLA 


NEW RULES DISCOURAGE FOREIGN TRUCKS FROM TRANSITING SYRIA 


Paris AN-NAHAR ARAB REPORT & MEMO in English No 43, 13 Dec 82 pp 7-8 


[Text ] 


West European overland freight forwarders are skirting 
Syria wherever possible as a result of new Syrian regulat- 
ions, it was reported from London. According to the 
rules, which came into force in August but were clarified 
only last month, trucks transiting Syria must carry only 
one load, effectively making it impossible for goods des- 
tined for Saudi Arabia and Jordan to be transported on 
the same vehicle. Goods may be carried to Syria itself 
and one other destination, the report said. 

Transporting goods to or transiting Syria has become 
an increasingly irksome venture in recent months, 
particularly since the introduction of a compulsory 
convoy system for trucks following the uprising in the 
ancient city of Hama last February. At that time, a 
Scandinavian truck was reported to have been discw ered 
smuggling arms. Delays at the Bab al-Hawa customs post 
on the Syrian-Turkish border are lengthy, while transit 
dues are high and unpredictable. 

Some trucks are reported to be making a detour 
through Iraq on their way to Jordan, Saudi Arabia and 
the Gulf in order to avoid Syria, which closed its border 
with Iraq in the spring of this year. 

As far as traffic to Lebanon is concerned, our 
London correspondent reports that at least one road to 
Beirut is now open for overland transport services, citing 
long-distance haulage specialists Whittle International 
Freight of Britain. 


Whittle’s local agents in Lebanon and Jordan, Jordan 
Express, now advise that trailer traffic can enter Lebanon 
through Syria on the Hama road, via the Dabbousiyyeh 
post in North Lebanon. Vehicles are then routed along 
the coast road to Beirut via Tripoli. Entry is also possible 
through the Jdeideh-Masnaa post, for destinations in the 
Chtaura area. “This is good news,’ Michael Whittle, 
Managing Director of Whittle International told this news- 
letter. “‘As we are very optimistic about the situation in 
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Beirut, we believe the city will rapidly expand its demand 
for imports — across a wide range of construction, indust- 
rial and consumer commodities — and we want to be one 
of the first companies into Beirut now that the road is 
open. We have had inquiries from companies and are al] 
set to go.”’ Apart from the speed of an overland service, 
Whittle International make the further point that driver- 
accompanied trailers — with British drivers — are under 
direct, personal supervision at all times. Transit time from 
anywhere in Britain to Beirut and major towns in Lebanon 
is 13 days. There are no changes to the transit charges or 
customs dues operating before the Israeli invasion on 
June 6. 


However, exports from Lebanon by land are current- 
ly being stifled by the continuing occupation of about 
70 per cent of the country by Israeli, Syrian and Palestin- 
ian forces, forcing exporters to make increasing use of 
the port of Beirut. According to the Lebanese daily 
An-Nahar, this has caused the volume of exports shipped 
through the port to rise to a daily average of 350—450 
tons, compared with a previous level of 100 tons. More 
use is also being made of the airport as an export outlet. 

Lebanese exports by land were of course affected 
by local security conditionseven before the Israeli invasion 
last June. They were also hit by an increase in fuel costs 
imposed by the Lebanese government in November 1981 
and trade barriers erected by anumber of Arab countries. 
These included the difficulties involved in transiting 
Syria, the only country (apart from Israel) with which 
Lebanon shares a frontier. 

According to a study prepared by the Beirut 
Chamber of Commerce and Industry, 78.6 per cent of 
exports were transported overland in 1978, but the pro- 
portion slipped to 68.4 per cent in 1979 and to 63 per 
cent the following year. The fighting around Zahle, close 
to the Beirut-Damascus highway helped to push the 
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1981 figure down to 60.6 per cent, the study said. 


* Moreover, in February 1981, the Syrian government 
ruled that large trucks crossing its borders empty would 
have to make two hauls within Syria at low, government- 
set rates before returning to Lebanon. This increased the 
duration of a round trip from Beirut to Baghdad from 

16 days to 6 - 8 weeks. Though the measure was rescinded 
in April 1982, the same month saw Syna closing its 
borders with Iraq, forcing Lebanese trucks bound for 
Iraq to make an expensive detour via Jordan. In 1981. 
Iraq was the largest market for Lebanese industrial 
exports and the second largest market for re-exports, 
though overall Saudi Arabia remained Lebanon's leading 
customer. 

The inability of the Lebanese government to control 
industrial activity in recent years permitted some 
Lebanese merchants to label inferior foreign-made 
products es being of Lebanese origin and thus benefit 
from the preferential terms on which Lebanon trades 
with other Arab countries. In reaction to this fraudulent 
practice, Iraq halted all imports of garments from 
Lebanon at the end of 1981, while Egypt suspended its 
trade agrecment with Lebanon. These measures were 
revoked early this year on condition that the Association 
of Lebanese Industrialists would guarantee that all 
industrial exports have at least 40 per cent of their value 
added in Lebanon 

Only !.02 per cent of Lebanese exports were trans- 
ported by sea in 1978 and 1.23 per cent in 198), the 
Chamber of Commerce said. Air freight accounted for 
0.07 per ceni of the total in 1978, but last year the 
figure had soared to 18 per cent. There has been an 
increasing tendency for Lebanese exporters not to specify 
the means of transport, the study noted, with the pro- 
portion of exports delivered by unspecified means 
almost doubling from !7.3 per cent in 1978 to 34.1 per 
cent last year. 

Meanwhile, figures released last week by the General 
Directorate of industry showed that the value of 
Lebanon's industnal exports increased in November to 
LL 108.4 million, a rise of LL 25 million compared to 
October. Saudi Arabia was the leading recipient, taking 
goods worth LL 53.9 million, followed by Iraq with 
LL 31.9 million and Jordan with LL 8.85 million. 
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YEMEN ARAB REPUBLIC 


PRESIDENT DISCUSSES REVOLUTION'S ACCOMPLISHMENTS, ARAB RELATIONS 
Paris AL-MUSTAQBAL in Arabic No 299, 13 Nov 82 pp 35, 37 


[Interview With 'Ali Abdullah Salih, YAR president, by As‘ad Haydar: 
"Yemeni President ‘Ali ‘Abdullah Salih: We Support Palestinians, Whether 
in Unity With Jordan or Outside It; Arab Peace Plan Has Received Proper 
International Welcome and This Welcome Has Come as Result of Arab Grasp 
of International Facts"] 


[Text] Twenty years have passed since the triumph of the September revolution 
in North Yemen. In the passing of these many years, the dimensions of the 
leap that Yemen has made beyond the walls of backwardness becomes evident. 

So far, 5 years have passed since Col ‘Ali ‘Abdullah Salih assumed power in 
the country. During these years, he has known how to utilize the previous 
stages to entrench his power, to spread his influence and to assert Yemen's 
balanced policy between its two neighbors, the Kingdom of Saudi Arabia and 
South Yemen. 


President ‘Ali ‘Abdullah Salih's answers to AL-MUSTAQBAL's questions were 

to be given in a long dialogue. But the long holiday imposed by the September 
revolution anniversary and the blessed al-Adha holiday foiled the opportunity. 
However, the Presidential Office refused to waste the occasion and sent to 
AL-MUSTAQBAL President ‘Ali ‘Abdullah Salih's written answers to a number of 
questions customarily presented to the Arab leaders before any meeting. 
AL-MUSTAQBAL publishes President Salih's answers with the hope that a future 
exchange will be direct because of the vitality and the greater definition 

of positions that such a dialogue provides. 


[Question] Mr President, 20 years after the 26 September revolution, how 
far has Yemen come in achieving the September objectives? 


[Answer] The truth is that in the first years of the 26 September revolution, 
the facts of the bitter reality required the Yemeni people to understand 
where their real enemy was. The ferocious backwardness was the danger 
dominating the life of every man. It was not easy to confront this legacy, 
left by the pre-September revolution eras, without national unity as the 
means of waging the battle against backwardness. Development, started with 

a 3-year program in the early 1970's, was an important weapon in the battle. 
Cooperatives also spread in every province and all aspects of building 
continued in all spheres: 
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Building the armed forces and security forces according to the significance 
of their role in protecting the citizen's and the homeland's security. 


Developing the cooperative experiment. 


Moving development forward and implementing the projects of the first 5-year 
plan. 


Evaluating the plan experience with all the successes achieved and all the 
difficulties facing implementation in order to make full use of this 
experience in preparing the second development plan with the participation 
of all expertise, capabilities and efforts. All this was coupled with the 
municipal councils experiment and the national dialogue experiment, which 
produced a draft national charter. The popular conferences that were held 
added to an amended this charter and the Popular Dialogue Committee redrafted 
the charter and presented it to the General People's Congress that was held 
last month and that approved the charter unanimously. 


in all this, I am trying to point out briefly some of the steps on which the 
national efforts unite in the battle to defeat backwardness, considering 
that backwardness is a dangerous feature that has required us to focus on 
formulating plans to eradicate illiteracy in the coming years, even though 
this is no easy battle. However, these are, in my opinion, indicators that 
enable you to better determine "how far Yemen has come” in its march to 
achieve the September objectives. Certainly, the people who are struggling 
against backwardness aspire to achieve a better tomorrow and a better life. 


[Question] The Standing Committee of the first General People's Congress 

was elected recently and it seems that you attach great hopes to the congress. 
Is this congress a form of organized political action, i.e., is it a party 

in a country where partisanship is rejected or is it an organization similar 
to the Socialist Union or National Congress that previously existed in 


Egypt? 


{Answer] The General People's Congress is one of the fruits of the national 
dialogue and of national participation in drafting a national charter that 
constitutes a guide and a framework for national action. 


That the large-scale national dialogue has produced these results is perhaps 
the result of given facts in the experience of some Arab countries. These 
countries have struggled and the lessons taken from their struggle prove 
the importance of national loyalty and national unity and the need for a 
developing people to struggle against backwardness. The Yemeni people have 
suffered and continue to suffer the challenges of backwardness since the 
inception of the 26 September revolution up to the present. 


All these objective factors have helped imbue the national dialogue with 

a vigilant spirit of national responsibility that is aware of what is 
required by the battle to advance Yemen to a better place among the develop- 
ing countries--requirements such as a national unity and national loyalty 
under the canopy of a theoretical guide embodied in the national charter. 
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The General People's Congress, which approved the national charter unani- 
mously, was a fruit and a form of the democratic experience characterizing 
this stage of the 26 September revolution. We cannot determine the position 
of this congress among the experiences referred to by the question because 
the People's Congress of September's Yemen is the outcome of large-scale 
national building and participation and not a political organization imposed 
by authority from above. 


[Question] Will the Consultative Council be abolished? What will be the 

role of the People's Assembly and its relationship with the People's Congress? 
What is the executive authority's relationship with the congress? Does the 
congress have the right to monitor the activity of the Executive Committee 

and to follow up on the legislative authority's activities? 


[Answer] As I have already pointed out in the answer to the previous ques- 
tion, focusing on goals enables us to determine the correct means to achieve 
these goals. Preparations are currently under way for the municipal council 
elections. This new experiment is considered another form of democracy. 
Preparations are also under way for the Consultative Council elections, 
which will be a better reflection of the citizen's participation through his 
representatives in the legislative authority to be elected next year. This 
is the authority constitutionally empowered to monitor the executive 
authority. I stress here that the Consultative Council, along with the 
other institutions, will continue to have its influence in national and 
political action. No thought whatsoever is being given to abolishing it. 


[Question] Is the congress an organizational form intended to entrench 
national unity? 


[Answer] The truth is that in forming the National Dialogue Committee, in 
drafting the national charter and in forming the People's Congress, we have 
taken into consideration participation by all of the people's factions and 
sectors, represented by the National Dialogue Committee, which encompassed 
all opinions and drafted the charter and presented it to the mini-people's 
congresses that were held under its supervision. In those congresses, the 
citizens took part in expressing their views on the draft national charter, 
which was then approved unanimously after being drafted in its final form. 


This means that the eagerness of all to safeguard the national unity and to 
translate national loyalty into a living truth is what enables the national 
charter to add to our celebrations of the 20th anniversary of the September 
revolution the qualities of renewed and ceaseless national giving. 


[Question] Now that you have established your authority and reaffirmed the 
presence of the Yemeni Army in the areas that have witnessed military clashes 
with the National Front, how do you view your relationship with the front 
and is the door still open to cooperation or reaching an understanding with 
it? 


[Answer] All the successive lLeaderships of the 26 September revolution 
since 1962 and the various stages undergone by this revolution have required 
that the Yemeni people in their entirety defend this revolution. The 
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revolution's six set goals derive their strength and their legitimacy from 
this national will that has protected the revolution against all enemies. 
Consequently, the National Dialogue Committee, which encompassed all national 
viewpoints, factions and sectors, supervised directly the crystallization of 
the political features. Naturally, our armed forces are, God be thanked, at 
a level that has enabled them throughout the various stages of the revolution 
to protect the national unity so that loyalty may be to God and to the home- 
land on the path to September's goals. Real national sovereignty is not 
achieved by lackeyhood or by having some people who, under any guise, act as 
instruments of sabotage, destruction or bargaining to pass the plans of 
secret foreign forces seeking to establish their influence. Education, 
learning, production and participation in national construction are the right 
of all and a rational and objective way to bolster the national sovereignty. 


[Question] Yemen has had a distinguished position in the Beirut war by 
participating with volunteers and, recently, by receiving fighters of the 
Palestinian forces and treating them the same as the Yemeni Army. In Light 
of this position, what is the future Yemeni role insofar as the Palestinian 
issue is concerned? 


[Answer] We cannot define what we can do for the Palestinian issue in 
isolation from the commitments resulting from the Fez summit. However, we 
will not hesitate to take, support or back up any step that we find to be 
beneficial to the Palestinian issue. 


[Question] The Arab peace plan was approved at the Fez summit. Does this 
plan constitute the minimum Arab demands as determined by the discussions at 
the summit or does it constitute a basis for discussing the projected 
solutions? 


[Answer] I believe that comprehending and dealing objectively with the facts 
of the international relations and realities dictates that the Arab steps 

be calculated to push the Arab peace plan in the direction of gaining the 
proper international momentum to establish the just peace to which all aspire, 
especially since this plan has received a prorer international welcome. The 
importance of this plan has been bolstered by what was revealed in the wake 

of the horrible massacres perpetrated by the Zionists against the Palestinian 
camps in West Beirut--massacres that have shaken the conscience of the entire 
world. 


[Question] What is your opinion and position toward King Husayn's latest 
initiative on the creation of a confederated Jordanian-Palestinian state? 


[Answer] Our clear position is that we cannot engage in oneupmanship 
against any opinion or proposal made by those directly concerned with the 
issue. Through our faith in the Palestinian people's firm and legitimate 
rights and through our understanding of the danger embodied in the Zionist 
aggression and in the Zionist settlement policies, we can adopt what we deem 
fit within the framework of our eagerness that our steps be dominated by the 
unified Arab view, which is based on the fundamental ccnviction that the PLO 
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is the Palestinian people's sole legitimate representative and the party to 
determine opinions, choices, and positions on all of the projected proposals. 
All we can do is support what the PLO decides, says or adopts. 


[Question] How do you explain the official and popular Arab silence toward 
the Arabs in Lebanon, especially toward the recent massacres in Sabra and 
Shatila camps? How can this Arab ineffectiveness be overcome? 


[Answer] If there is Arab silence, then we must know its reasons, especially 
since such silence contradicts what has been said about the phenomenon of 
talk. You may also ask if this silence is severed from its old roots, which 
led Arab political action off course and widened the gaps between slogans and 
reality. This means that we need to reexamine many things that have been 
revealed not only by the Israeli invasion of Lebanon but that have also been 
experienced, felt and lived by the ordinary Arab citizen who has pondered 

the difference between what he hears and what he sees. 


[Question] How do you view Yemen's relations with the Gulf Cooperation 
Council on the one hand, especially with the Kingdom of Saudi Arabia, and 
with the People's Democratic Republic of Yemen on the other hand? 


[Answer] Our relations with our brothers in the southern part of the home- 
land, with the Kingdom of Saudi Arabia and with all the Gulf Cooperation 
Council member states have developed and have been, and continue to be, 
characterized by cooperation, consultation and an understanding that is eager 
to underline all that is positive and fruitful in the meetings, consultations 
and cooperation steps beneficial to all. 


[Question] Despite the good relations between the two parts of Yemen, talk : 
about practical unification steps has stopped and the talk about unity has 
stopped. What are the reasons for this? 


[Answer] As you know, achieving unity does not occur overnight. The deep 
residues of division are the result of imperialist and imamist [reference 

to imams who ruled North Yemen prior to revolution] efforts over long 
decades. This makes it essential to establish the unified structure on 
strong foundations. We are discussing, consulting and cooperating with our 
brothers in the south on possible ways to add more steps to what has already 
been achieved. What is important is that the positive course of construction 
is the course we are following in the two parts and this will inevitably 
produce more steps that are preceded by careful studies. 


The difficulties encountered in building, especially if it is building for 
unity, must not be forgotten. Events have repeatedly proven that the path 
to building any structure on sound foundations is not easy. 


[Question] Tension has recently resurfaced in the Horn of Africa in the 
wake of the Somali-Ethiopian confrontation. What is your position in this 
regard and do you plan to take any specific steps to keep the danger of an 
all-out war far from the area? 
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[Answer] Our position is embodied in our adherence to the consensus achieved 
by the Fez summit, Like any other state that acknowledges the principie of 
nonintervention in the affairs of other states. We hope that understanding 
betwéeefi atiy two neighboring countries will be the principle by which and 
within whose scope the disputes are arbitrated because of the importance of 
this principle to the security of neighboring countries. 


8494 
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INDIA 


CONGRESS-A FACTION REJOINS CONGRESS~-I 
Bombay THE TIMES OF INDIA in English 18 Nov 82 p i 


[Text] Mr. A. K. Antony, the 42-year-old Congress (A) leader, and his follow- 
ers today agreed by consensus to end their separate political existence and 
cast their lot with the Congress<(I). 


Mr. Antony was authorised by the party to work out the details of the merger 
in consultation with the Congress (I). The legislature party leader, 

Mr. Oomen Chandy, telephonically conveyed the party's decision this afternoon 
to the AICC (1) general secretary, Mr. G. K. Moopanar, 


Mr. V. M. Sudheeran, the party's general secretary, said here today that the 
merger process, based on mutual respect and understanding, would not be 
delayed. He affirmed that the merger had the full backing of all his partymen, 


Dominant Factor 


He explained that the dominant factor which motivated the merger was the 
fissiparous tendencies now challenging the country's integrity. Mrs, Gandhi 
could alone defeat them. 


Mr. Antony and his supporters thus ended their stout opposition to what they 
termed as the "authoritarianism" of Mrs. Gandhi which had led to the split 

in the party five years ago. Later, for over 18 months they hob-nobbed with 
the CPM-led Left Democratic Front and came out of it as staunch anti-Marxists. 


The last and formal meeting of the legislature and organisation executive 
committees was held in the Youth Hostel here on October 16, 1981, when the 
party decided to walk out of the Left Democratic Front, Subsequently, 

Mr. Antony and his followers defied the national leadership of the Congress (S) 
and joined hands with the Congress (I) in the government, Mr. P, C. Chacko 
led a revolt and formed a unit of the Congress (S) which is now in the 
opposition. 


CSO: 4600/1354 
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INDIA 


UN DELEGATE ALLEGES MISUSE OF DIPLOMATIC POUCH 
New Delhi PATRIOT in English 18 Nov 82 p 3 


[Text] India has drawn the attention of the Legal Committee of the United 
Nations to the ‘abuses’ to which the privileges and exclusive treatment of 
the diplomatic bag have been or may be put. 


Indian delegate S. P. Jagota told the committee on Wednesday that the 
definition of the term "diplomatic bag" should ensure that it contains only 
official communications between the sending State and its missions or dele- 
gations and not articles which have no direct bearing on such communications. 


Dr Jagota said in order to avoid misuse or abuse of the diplomatic bag, it 
might be desirable to exclude an article on the duties of the sending State. 
The receiving State should also have the right to prescribe the maximum size 
of a diplomatic bag, and apply it in a non-discriminatory manner. 


Dr Jagota expressed the hope that the special rapporteur and the International 
Law Commission would be able to consider this suggestion in its study on the 
subject dealing with the status of the diplomatic bag. 


Dr Jagota noted that the role of the International Law Commission in the 
fields of the Law of the Sea, tuman rights the law of the outer space, atomic 
energy, environmental law, and the emerging field of international economic 
relations law had been rather restricted except historically in the field 

of the Law of the Sea. 


But the role of the International Law Commission in the codification and pro- 
gressive development of the international law could not be underestimated. 

The law of diplomatic and consular relations had, by and large, been completed, 
whether these related to diplomatic and consular mission or posts, or to special 
missions, or to representation of State in international organisations, and 
convention had been adopted on these subjects. 


CsO: 4600/1357 
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INDIA 


UN DELEGATE COMPLAINS OF DEFAULTS IN AID 
Ne Delhi PATRIOT in English 19 Nov 82 p 1 


[Text] United Nations, Nov 18--India has complained that its major develop- 
ment works have been hit by donor countries' failure to meet their pledges in 
the multilateral aid system. 


Indian delegate D P Chattopadhyaya asserted before a United Nations panel 
last night that it was time defaulters were faced squarely. 


Resource shortfalls and uncertainties have had a devastating impact on im- 
portant developmental projects and programmes in developing recipient countries, 
including my own. 


The prevailing environment made it increasingly difficult for the developing 
countries to cope with external pressures for adjustment and their develop- 
mental requirements, 


Speaking in a debate on operational activities for development, he complained 
that targets for voluntary contributions agreed upon by consensus have been 
almost universally ignored, 


The Indian delegate warned there was ample evidence of the near collapse that 
threatens the multilateral economic system, and urged efforts to reverse the 
situation, 


Prof Chattopadhyaya sounded the United States about strengthening the crisis- 
ridden International Development Association, a soft-lending world bank 
affiliate. 

Bank chief A W Clausen last week stressed IDA's importance to low income 
states and said that rate of returns for IDA works was on the average as 


high as for bank projects, 


Prof Chattopadhyaya said: We hope Mr Clausen's message,,.will reach the 
intended ears and ensure the strength of this institution. 


CSO: 4600/1355 
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INDIA 


G. K. REDDY REPORTS ON EAGLEBURGER VISIT 
Madras THE HINDU in English 17 Nov 82 p l 
[Article by G. K, Reddy] 


[Text ] 


A modest beginning was made today at 
the officials ievel to resume the interrupted Indo- 
US. dialogue on political issues. as 3 follow up 
to the renewed interest displayed by both sides 
during the Prime Minister's visit to Washington, 
in the utility of periodic exchanges to un- 
derstand each others perceptions better de- 
spite their differing approaches to various 
'SSUeS 


The highest career dipiomat in the US. 
State Department. Mr Lawrence Eagleburger. 
wno arrived in Oeini last night accompanied by 
senior officials on a oneday working visit. 
called on the External Affa:rs Minister, Mr P V 
Narasimha Rao, and the Princioai Secretary to 
the Prime Minister. Or © C. Alexander, before 
having detailed talks with tne Foreign 
Secretary. Mr. M. K. Rasgotra. on regional 
developments with particuiar reference to 
improving relationsnip among the countries of 
the sub-continent 


As Under Secretary of State for Poirtical 
Affairs, he was also abie to provide some in- 
sight into the latest US. thinking on China. 
Vietnam. Kampuchea, Afghanistan and the Gulf 
situation, besides Making a passing reference 
to the post-Brezhnev era in the Soviet Union. 
But he was equally interested in getting a 
clearer idea of Indias attitude to developments 
in the South. South-West and South-East Asian 


regimes which impinge in one way or the other 
on Indo-U S. relations. 
The Indian interest in the Eagieburger visit 


"is focussed not so much on what ne has to say 
"on these issues but on tne opportunity it affords 


to set the ball rolling for more meaningful ex- 
changes between the two governments. The 
annual indo-U.S. official level meetings have 
remained virtually suspended for the last few 
years following fundamental differences over 
issues like Kampuchea and Afghanistan and 
the consequent U.S. bid to rearm Pakistan. 

A decision has been taken to resume 
these contacts at various levels and Mr. 
Eagieburger has come to pave the way for the 
expected visits of the U.S. Vice-President. Mr. 
George Bush, the Secretary of State. Mr. 
George Shultz. and at some stage of President 
Reagan himself before the end of his term. But 
he has not come specially to india to reopen 
this dialogue, since the one-day stop over in De- 
hi 1s part of an extended trip covering South 
Korea, Thailand, Pakistan and Saudi Arabia 
and presumably some points in Europe. 

Mr. Eagi:Durger. who is accompanied by 
the Deputy Assistant Secretary of State for 
South Asia, Mr. Howard Schatfer spent two 
days in tsiamabad presiding over a meeting of 
U Ambassadors in South Asian region. 
before coming to Dein. The talks he had on 
gub-continental probiems today were heid 
against the background of Gen. Zia-Ul-Haqs 
recent meeting with the Prime Minister, Mrs. 
Gandhi at which it was decided to set up an 
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indo-Pakistan joint commission. 

The importance that the Goverrment is 
attaching to these exchanges with Mr. Eag!ebu- 
rger is evident from the fact that the Indian Am- 
baseador in Washington. Mr K. R. Narayanan. 
has been called to Delhi for consultations. The 
warm personai reiationshio and rapport that he 
has established with Mr Eagieburger has been 
reflected during these talks with the U.S. team 
displaying a better understanding of the Indian 
point of view even when it was unabie to agree 
with india on many issues. 

Simiiarly. the U.S. Ambassador in Debthi., 
Mr. Harry Barnes, has been able to narrow 
down the differences on many issues with his 
sincerity of purpose and candid presentation of 
the U.S. thinking during his contacts with senior 
officials of the Prime Minister's secretariat and 
the External Affairs Ministry, ensuring that his 
views reach Mrs. Gandhi herself despite the 
persisting divergence of opinion. 

The Foreign Secretary, was assisted dur- 
ing these taks by not only Mr. Narayanan but 
aiso the Joint Secretary in charge of the 
American division Mr. Arvind Deo, the Joint 
Secretary looking after China, Mr. Ranjit Sethi. 
and the Joint Secretary of Pakistan division. 
Mr. S. K. Lamba. who served as Minister in the 
indian Embassy in Isiamabad for three years 
before he was transferred back to Delhi. 

An official spokesman who described the 
talks as cordiai and candid said the nature of 
the exchanges were ‘free across the board and 
wide ranging on all matters of mutual! interest.” 
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INDIA 


REPORTAGE ON DHAKA MINISTER'S VISIT, TALKS 
Summary of Communique 
Ne Delhi PATRIOT in English 19 Nov 82 pp 1, 11 


[Text] India and Bangladesh have recognised "mutually beneficial joint ven- 
tures in the industrial field' as the best means to realise the two countries’ 
productive potentials, expand bilateral trade and promote industrialisation 
on the basis of comparative advantage and complemetarity. 


This is embodied in a Joint Statement issued on Thursday at the end of 
Bangladesh Foreign Minister A R S Doha's three-day visit on the occasion of 
the first meeting of the recently established Indo-Bangladesh Joint Economic 
Commission that took place in New Delhi on 17 November. 


The range of industrial projects discussed at the JEC meeting included sponge- 
iron and steel, cement, concrete sleepers, modernisation of railway workshops 
for manufacture of coaches and wagons, manufacture of textile machinery and 
spares in the Bangladesh Machine Tool Factory, as well as balancing and 
modernisation of four sugar mills. 


The statement pointed out that Indian side had agreed t update feasibility 
studies already completed in case of proposals identified earlier and under- 
take feasibiiity studies for new projects to facilitate urgent implementation. 


It said the two countries had reaffirmed their determination to expand trade 
and improve economic and technical cooperation "in the best sririt of bilateral, 
regional and international cooperation". They both reiterated their commit- 
ment to the concept of ECDC (economic cooperation among developing countries) 
and TCDC (technical cooperation conveying their satisfaction over the progress 
already achieved in launching the South Asian regional cooperation. 


The commission reviewed the existing trade relations and identified measures 
to be taken on a priority basis to expand trade and reduce the trade im- 
balance, it informed. 


The statement said India would send a team of experts to Bangladesh early to 
formulate a medium term plan for cooperation. 











...in small and cottage industries, [Paragraph incomplete as published. ] 


The commission decided to hold its second meeting at Dhaka during the first 
half of11983. 


The JEC meeting in New Delhi was chaired by the two co-chairmen of the 
commission--Mr Doha (who left for Dhaka on Thursday) and External Affairs 
Minister P V Narasimha Rao, 


Regarding the in-transit railway facilities for transport of Indian goods 
through Bangladesh territory, it was decided that representatives of the 
respective railway ministries would meet by the end of January 1983 to make 
firm recommendations for the Joint Commission's consideration at its next 
meeting. 


The commission constituted four new committees headed by senior officials 
of the two countries on economic and financial matters, trade and commerce, 
industries, and science and technology. 


The statement said to ensure the effective functioning of the existing and 
new bodies and to follow up the commission work, a standing committee headed 
by the Secretary of the Indian External Affairs Ministry and the Secretary 
of the Bangladesh External Resources Division of the Finance Ministry had 
been set up. It would meet not less than twice a year, 


Referring to the creation of better infrastructural support between the two 
countries, the statement noted that a draft agreement on the regulation of 
motor vehicular traffic now under consideration would be finalised soon, 


Urea, Newsprint 


India agreed to procure 50,000 tonees of urea and 20,000 tonnes of newsprint 
annuaily from Bangladesh for the next three years. India will also purchase 
20,000 tonnes of bitumen next year, In addition, India would explore the 
possibility of import of Jamdani sarees and wetblue leaiher, pulp, paper, 
viscose yarn and timber from Bangladesh. 


India expressed its willingness to continue exports of 100,000 tonnes of high 
grade steam coal annually and offered to supply 300,000 to 500,000 tonnes 
of special low volatile coal to Bangladesh. 


The statement referred to the Rs 20 crore government-to-government credit and 
Rs 40 crore commercial credit (from the Exim Bank of India) New Delhi had ad- 
vanced to Dhaka for import of Indian capital goods and equipment for projects 
in both public and private sectors. The terms and conditions of the credits 
were to be worked out by mutual consultation, 


It spoke of the agreement to strengthen and augment telecommunication links 


between the two countries and underscored the decision to increase telegraph 
and telephone circuits by about 100 per cent on a priority basis. Both sides 
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agreed to stabilise and expand the microwave link so as to improve the 
telecom facilities between Bombay and Dhaka. 


The two sides were hopeful of steps 4-ing taken to develop trade cooperation 
for books, periodicals and magaz.nes. It was also noted that Government 
level consultations were under vay for marketing of jute goods abroad by 
India and Bangladesh and agreed that these should be continued as they were 
to the advantage of both the countries. 


The two sides reasserted their desire to further expand scientific and 
technological cooperation and were satisfied over the signing of a Scientific 
and Technical Cooperation Agreement on 17 November. It was further agreed 
that the Government of India would enhance its technical assistance to 
Bangladesh for feasibility studies, exchange of information and experts, 

as well as training of personnel. 


PTI adds: At Calcutta Bangladesh Foreign Minister, A R S Doha said he was 
"satisfied' with the outcome cf the Delhi talks. 


The Indo-Bangladesh Joint Economic Commission is the first positive step 

twoards bringing the two countries closer in economic scientific and technologi- 
cal cooperation and generating better understanding between the peoples of 

the two countries, Mr Doha told ewsmen at the airport here on his way back 

to Dhaka from New Delhi. 


Mr Doha, who enquired abeut the drought condition in West Bengal, said that 
Bangladesh was 12ady te offer 3,000 tonnes of potatoes to the State to tide 
over the immediate crisis, His country was also in the grip of a drought, 
he added. 


G. K. Reddy Report 
Madras THE HINDU in English 18 Nov 82 p 9 
[Article by G. K. Reddy] 
[Text] A five-year agreement on cooperation in scientific and technological 
research was signed by India and Bangladesh today at the conclusion of the 
first ministerial level meeting cf the recently established Indo-Bangla joint 


economic commission. 


The two countries also agreed to expand and diversify bilateral trade as 
part of a wider effort to intensify economic cooperation in various spheres. 


The agreement on scientific ani technological cooperation, renewable after 
every five years, was initialled by the Foreign Ministers of the two countries, 
Mr P. V. Narasimha Rao and Mr, A. R. S. Doha, in their capacity as co-chairmen 
of the joint commission. 


A highlight of the trade talks that were held separately during the meeting 
of the joint commission is that India has agreed to buy 20,000 tonnes of 
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newsprint from Bangladesh annually for three years beginning from 1983-84, 
besides increasing other imports like urea, bitumen and printing paper to help 
balance the two-way trade. In return Bangladesh has offered to import more 
Indian coal instead of obtaining it from other countries by paying heavier 
freight charges. 


The agreement on scientific and technological cooperation provides for the 
exchange of delegations, research workers and documents. The two countries 
propose to initiate joint research programmes in the fields of agriculture, 
industry, public health, housing, transportation and telecommunications. 


Rs. 80 crore credit: As a token of its earnest desire to help Bangladesh, 
India has offered a Government to Government credit of Rs, 20 crores, another 
Rs. 40 crores as commercial credit to pay for the purchase of capital goods 
and Rs. 20 crores more to finance the private sector's participation in its 
economic development. This total assistance of Rs. 80 crores is only a frac- 
tion of the massive aid sought by Bangladesh for its economic rehabilitation, 


At the official dinner given by Mr, Narasimha Rao in honour of Mr. Doha 
tonight, the two Foreign Ministers spoke eloquently of the prospects for 
mutually beneficial cooperation between India and Bangladesh in the wake of 
these agreements, They expressed the hope that the two countries would be 
able to overcome their differences in a spirit of goodwill and understanding 
in the larger interests of peace and amity in the sub-continent, 


Political issues skirted: The Foreign Minister of Bangladesh spoke in a 
similar constructive spirit at a press conference he addressed after the sign- 
ing of the two accords at the conclusion of the first meeting of the joint 
commission. But he neatly skirted the persisting differences over sensitive 
political issues like Farakka waters, maritime boundary, the New Moore 

Island and access to enclaves, 


The current Indian moves for better relations with Bangladesh are part of a 
wider initiative to bring about a parallel improvement in the country's re- 
lationship with Pakistan followed by a consolidatior of its links with Nepal 
and Bhutan. A conscious effort is thus being made to strengthen India's 
ties with its norther neighbours before engaging in substantive discussions 
with China on the border dispute. 


It is quite significant in this context that the Government has decided to 
appoint a very senior retired official with considerable administrative and 
political expe nee as the next Ambassador to Nepal to carry forward this 
good neighbou: olicy for establishing better understanding with the kingdom, 
The King of Nepali is reported to have appreciated the special attention that 

is being given to the development of Indo-Nepalese relations. 


Long-Term Arrangement 
Our Special Correspondent reports: 


According to the agreed minutes of the trade talks, signed by Miss Roma Majurndar, 
Additional Secretary, Commerce Ministry and Mr. S. B, Chaudhuri, Additional 
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Secretary in the Bangladesh Commerce Ministry, long-term arrangements for 
specific commodities were considered necessary in the interest of balanced 
growth of trade. 


As regards newsprint, the Indian side agreed to give preference to Bangladesh 
for meeting the gap, if there is any increase in import requirements in 
1982-83. 


Bitumen supply: Bangladesh suggested a long-term arrangement for supplying 
20,000 tonnes of bitumen a year to India. The Indian side mentioned 20,000 
tonnes of bitumen was being purchased from Xangladesh during the current 
year and in 1983 another 20,000 tonnes would be imported, But it was too 
early to say anything about the prospects in 1984 and beyond. The Indian 
side however took note of the Bangladesh interest in having a long-term 
arrangement on bitumen, 


The two sides also discussed the question of supply of molasses and wet 

blue leather to India. Bangladesh expressed interest in exporting books and 

magazines to India, especially to the Eastern region. The Indian side agreed 
that this was an area in which there was significant trade potential in both 

directions, 


The next trade review talks will be held in Dhaka, 
Text of Scientific-Technical Agreement 
Dhaka THE BANGLADESH TIMES in English 21 Nov 82 p 5 


[Text] The full text of the agreement between the Government of the People's 
Republic of Bangladesh and the Government of the Republic of India on coopera- 
tion in the field of technological and scientific research for development 
signed by the Foreign Ministers of Bangladesh and India in New Delhi on 
Wednesday -ast. 


The Government of the People's Republic of Bangladesh and the Government of 
the Republic of India; realising the mutual advantage of cooperation between 
the two countries in the sphere of technologicai and scientific research for 
development, and considering that such cooperation will promote further the 
existing friendly relations between the People's Republic of Bangladesh and 
the Republic of India have agreed as follows: 


Article-I 


The contracting parties hereby agree to promote further development of coopera- 
tion in technolegical and sctentific research between the two countries and 

by mutual consent to define various fields in which such cooperation is 
destrable taking into account the experience which scientists and specialists 
have gained and possibilities available. 


Article-II 


Cooperation between the contracting parties may be effected in particular in 
the following manner: 
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1. Exchange of scientific and technical delegations. 
2. Exchange of scientists, research-workers and specialists, 
3. Exchange of technical documentation, skills, ideas and information, 


4. Joint research sponsorship of scientific and technical seminars on problems 
of common interest, 


5. Joint identification of scientific and technical problems and examination 
and approval of joint research programmes which might lead to introduction of 
the results of such research in industrial and agricultural production, 
public health, housing, transportation, communication and telecommunication; 
and 


6, Joint introduction of various technological processes in industry, 
agriculture, telecommunication and other fields. 


Article-III 


The contracting parties shall promote cooperation between organisations and 
enterprises concerned with science and technology in their respective countries 
with a view to concluding appropriate arrangements between them consisterit 
with their local laws and requirement. 


Article-IV 
Arrangement referred to in Article II shall, wherever necessary, provide for: 
1. Terms and conditions fur licensing know-how or utilisation of patents. 


2. Exchange of patents, joint application for patents based on joint projects 
or search and development and conditions for their commercial use by either 
contracting party or jointly by them in a third country, and 


3. Conditions of introduction of jointly developed know-how or processes 
into production will be mutually agreed upon between the contracting parties 
in each specific collaboration, 


Article-V 


The contracting parties agree that the delivery of the equipment required for 
joint research and for pilot plant studies instituted in furtherance of the 
present agreement will be effected in manner discussed and agreed upon be- 
tween them in each individual case, 


Article-VI 


The contracting parties shall take steps to promote cooperation among 
scientific libraries, centres of scientific and technical information and 
scientific institution for exchange of books, periodicals and bibliographies, 











Article-VILI 


Expenses for travel of the scientists and specialists between the two countries 
shall be Borne by the sending country, while the expenses for accommodation 

and other expenses such as local living allowance, domestic travelling, 

medical facilities etc shall be borne by the host country, according to the 
terms mutually agreed upon, 


Article-VIII 


Periodic meetings of representatives of the contracting parties shall be held 
for the purpose of drawing up programme of cooperation and jointly reviewing 
the progress achieved under the present agreement. 


Article-1X 


All matters concerning implementation of the present agreement shall be dealt 
with by the Science and Technology Division of the Government of the People's 
Republic of Bangladesh and the Department of Science and Technology of the 
Government of India. 


Article-XI [as published} 


The contracting parties undertake not to divulge any vital information obtained 
by them or their personnel under present agreement to any third party without 
consent of the contracting party to which the information relates, 


Article-XI 

The present agreement shall core into force upon signature and shall remain in 
force for a period of five years. It shal]. be automatically renewed for each 
successive period of five years unless either contracting party terminates it 
by giving to the other a notice in writing to that effect six months prior 

to the expiry of any period of validity cf the present agreement, 


Articie-XII 


Termination of the agreement shall not affect the validity or duration of any 
implementing arrangements unless the contracting parties otherwise agree, 


In witness where of the respective representative of the contracting parties 
have signed this agreement, 


Done in two originals in English language both texts being equally authentic, 
Raii Link Proposed 
Madras THE HINDU in English 19 Nov 82 p 9 


[Excerpt] An Indo-Bangladesh task force has been set up to explore the 
possibility of improving communications between the two countries, by rail 
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road. A direct railway link between the two countries in particular would 
help the growth of mutual trade and commerce. 


This was indicated here by Mr. A. R. S. Doha, Bangladesh Foreign Minister, 
who met newsmen at the airport on his way to Dhaka after holding talks in 
Delhi, According to him the task force would submit a report by 

January 31, 1983. 


In Delhi Mr. Doha attended a three-day conference of the Indo-Banyladesh 
joint economic commission. The two countries agreed to cooperate in science 
and technology. India would heip Bangladesh meet its trade deficit now 
estimated at around Rs. 80 crores. Mr. Doha felt that political relations 
must be improved before trade relations could look up. 


There has not been much railway movement, except goods like coal, between 

the two countries even after the liberation of Bangladesh, A recent agreement 
allowed greater movement of goods by river to facilitate the Calcutta/Assam 
traffic. 


A direct railway link between India and Bangladesh would help India maintain 

a far better Link with the north-eastern States, according to informed circles 
here, Between the northeast and the rest of the country railway communication 
was poor, road communications were equally bad and there were a few heavily 
subsidised flights maintained commercially, 
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FINANCE MINISTER: 








PUBLIC SECTOR PERFOR‘ANCE SATISFACTORY 


Calcutta THE STATESMAN in English 18 Nov 82 p 3 


[Text ] 


CSO 


[® : Pranab Mukherjee, the 
4"2 Union Finance Minister, said 
in Ca'cutta on Wednesday that the 
performance of public enterprises 
in the country was in general. sat.s- 
factory. He ‘vas speaking at a 
meeting of the chief executives of 
Public enterprises in the eastern 
region, organized by the eastern 
chapter of the Standing Conference 
of Pubd-ic Enterprises. 7 

Mr Muxheriee” said tmut) zruss 
profit of the public enterprises as 
a whole was expected to be over 
Rs 1.300 crores. during Apr'l-Se> 
tember this year, compared. to 
Rs 900 crores carned during the 
corresponding period last yeur. 
This represented an improvement 
in the profitability ratio from 9.3% 
in the rst nalf of 1981-82 to over 
1l% in 196283. 


Criticizing those who find jauit 
with public undertakings, the F!- 
nance Minister said ‘hat the manzia- 
gemen: of these organizations. had 
to fulfil some social obligations. He 
said that private enterprises were 
earning more profit than public 
undertakings because they had :0 
such obligations and ‘work only for 
making profit oy any means. 


He said :nat anen the Centre 
had nationa-ized banks {nn the cou:.- 
try. the number of branch offices 
a: different banks were 8308. Dur. 
ing the past le years, the sumber 
had increased to about 38.000 Mr 
Mukherjee said that under private 
Management. the banks had never 
Ziven any assistance to poor far- 
mers and artisans. “But now they 
bave 15% of shares in the total 
loan advanced by the nationalized 
banks”, he said. 
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The Finance Minister made ea 
special reference to the improved 
performance of the ehronicauy 
aick unit — the Rehabilitation I>- 
dustries Corporation — which hae 
registered 380% improvement in 
production during the first six 
months of the current vear corm. 
ared to the correspondinz period 
st vear. 


Mr B. L. Wadehra, chairman 
SCOPE. said that there were 30 
Union Public Sector Undertakings 
in West Bengal, Bihar and Orissa. 


tie Cialmed tout the perfurinance 
of these enterprises were encou- 
ragiug. as the growth in turnover 
acnieved by them was about 80% 
during the past two years. 


Mr Wadebra said that these 
undertakings had reduced thelr 
losses srom Rs 293 crores in 198 
81 to Rs 82 crores in 1981-82. “The 
projections for 1982-83 indicate that 
these undertakings might suffer no 


loss during the current financial. 


vear’’ he added. 


Mr Mukherjee told revorters at 
Caicutt airport on Wednesduy 
that til! October 2, this year rate 
of inflation had gone up by 12% 
compared to'the corresponding 
period last year. 


Asked «whether the Centre would 
sanction more funds for the, se- 
cond Hooghiy bridge. Mr Muknher- 
jee. said. “we hive already fulfill 
ed our commitment in this mat 
ter’. Rep'yins to another question, 
ne said that the A:nual Plan allo 
cation for West Bengal had heen 
rvised trom Rs 147 crores to Rs 290 
crores. Mr Mukherjee. who had 
come here trom Deihi i1 the morn. 
ing, returned in the evening. 


> 
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WORLD BANK SANCTIONS LOAN TO HINDUSTAN PETROLEUM 


Calcutta THE STATESMAN in English 18 Nov 82 p ll 


[Text ] NEW DELHI, Nor. 17—The 
World Bank has sanctioned a loan 
of $45 milion to the Hindustan 
Petroleum Corporation ° reports 
PT. The loan is fev the expansion 
of its Visakhapatnam refinery and 
the sulphur recovery project at 
the Bombay Refineries complex. 


“The loan is part of the $200 mil- 
lion which the World Bank sas 
agreed to give under an agree 
ment signed with the Government 
of India ‘ast May for financing 
various projects. relating to the 
petroleum industry. The financing 
agreement aiso provides for funds 
for energy conservation and poilu- 
tion contro! projects. 


The expansion of the Visakhapat- 
ram refinery will in¢rease the 
crude processing capacitr from 
1.4 million tens to 4.5 million ‘ors 
annually along with catalytic cra:%- 
ing facilities for secondary pro. 
cessing requirements. 


Mr K. Ravi Chandra, general | 
Tmonager of the Visakhapatnam | 
refinery, told reporters, recently | 
that the adoroted capita! outlay for | 
the expansion orogramre ‘vas 
Rs 150 crores, including Rs 24.50 ' 
crores in foreign exchange. 


When in full overation. whien 
is expected in April 1984, the 
value of petroieum products tr 
foreign exchange ‘vou:d be abdout 
Rs 101 crores a year. 


Mr Ravi Chandra sald the re 
finery was being supplied by West: 
Asian crude. From 1976 onwards, : 
the Visakhapatnam refinery start-: 
ed processing Bommy high crude | 
aiso after carrving out some minor | 
modifications 


The refinery now produces a 
range of 13 products, including 
bitumen. whose production Is 
sought to be raised from i 
tons to 250,000 tons by 198485. 


Bitumen is essentially produced 
from the West Asian crude and 
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this end product {fs difficult to get 
from the Bombay High crude. 

Work {8 apace on the LPG bottl- 
ing plant which would cover 4l- 
most the entire Andhra Pradesh 
with LPG cooking gas connexions 
and the crude discharge pipeline. 
The pipeline is being constructed 
from the Visakhapatnam outer 
harbour to the refinery at a cost 
of Rs 9 crores. 


One of the difficulties faced at 
the réfinery {s the constant tripp 
ing in power suppl}, resultinz in 
an average annsa) loss of 40,000 
tons of varfous products. * The 
State Government had now raised 
‘the transmission level to 132 KV 
and various units could bring the 
voltage to the required level. 

Globa] tenders have been floated 
for boilers of 250,000 tons capa- 
city. The World Bark loan ‘ril] be 
partly used to buy these boilers. 
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GANDHI TO CONSULT CHIEF MINISTERS ON REGIONAL TRENDS 
Madras THE HINDU in English 20 Nov 82 p 1 
[Article by G. K. Reddy] 


[Text] Once the Akali problem is out of her way, the Prime Minister, 

Mrs. Indira Gandhi, proposes to consult each Chief Minister to assess how 
far genuine local grievances contribute to the current upsurge of regional 
emotions in different States. 


Mrs. Gandhi is apparently not satisfied with the reports she has been receiv- 
ing from official agencies and Congress (I) sources on the root cause of this 
malaise, since the views expressed by them were generally at variance with her 
own appraisal of the situation. 


According to some of her advisers, the Prime Minister feels that it is neces- 
sary to make a deeper socio-economic analysis of the ferment for arriving at 
valid conclusions. She would like to satisfy herself to what extent administra- 
tive lapses and the ruling party's own inadequacies have been giving rise to 
feelings of neglect and exploitation, generating in turn a sense of growing 
alienation from the national mainstream. 


No explanation: If what has happened in Assam and Punjab could be traced to 
their peculiar local conditions, the Centre is unable to find a rational 
explanation for the failure of the ruling party with its massive majorities 
in many States to restore the missing element of confidence in its readiness 
to redress their genuine grievances. 


Those who are disenchanted with the Congress (I)'s poor performance are turn- 
ing more and more to the regional parties not because they are capable of pro- 
viding a credible alternative, but only for the limited purpose of using them 
as convenient platforms for articulating their local grievances. 


It is now conceded by Mrs. Gandhi's confidants at least in private conversa- 
tions that unless the Congress (I) is able to set its house in order before 

it becomes too late, the ruling party will most certainly be faced with some 
unpleasant surprises in the next parliamentary elections. 
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Special significance: The forthcoming Assembly poll in Andhra Pradesh and 
Karnataka has thus come to assume special significance sine the outcome could 
serve as a timely test of Mrs. Gandhi's ability to carry the people with her 
despit® their growing dissatisfaction with the Congress (I)'s record in these 
two States. 


The official agencies have been trying to belittle the impact of the new 
regional sentiment in a State like Andhra Pradesh after the initial attempts 
to dismiss NTR as no more than a freak political phenomenon which would fade 
out soon. 


The latest approach is to create a reassuring impression that he has already 
passed the peak of his popularity and would be a spent force before long if 
he persisted in behaving like a Chief Minister designate who was waiting im- 
patiently to be inducted into office. 


Task before Cong. (1): The Prime Minister, with her sound political instincts, 
in taking quite the contrary view that the Telugu Desam movement is bound to 
gather momentum in the prevailing atmosphere of growing regionalism in the 
country if the Congress (I) is not able to create the reassuring impression 
that it is still capable of reforming itself and prove to be a better bet on 
balance. 


So she is more concerned at projecting her party during the forthcoming 
Assembly elections as one which is left with considerable resilience to be 
able to benefit from past mistakes and in the process shed some of the past 
odium. 


What seems to be worrying Mrs. Gandhi is that it is Congress (1)'s own 
record of infighting and permissiveness that has been contributing in no 
small measure to the erosion of the earlier concept of unity amidst diversity, 
breeding in turn a new brand of sub-nationalism that is most detrimental to 
the country's larger interests. She is reported to be very keen on making 

an earnest attempt to stop this. 





CSO: 4600/1365 





95 











INDIA 


GANDHI SPEAKS AT BOOK FESTIVAL OPENING 
Bombay THE TIMES OF INDIA in English 16 Nov 82 p 15 


[Excerpt] The Prime Minister, Mrs, Indira Gandhi, today called upon the Indian 
scientists to help the common man improve his quality of life. 


Inaugurating the exhibition on “energy and children's book festival" at Teen 
Murti House, she said science alone "can help bring about the country's speedy 
development. "Science must permeat all developmental and education activities 
as well as all spheres of human life." 


She, however, regretted: "We have not been able to bring about a scientific 
spirit among the people." "Science is a way of thinking, acting and living. 
That is why Jawaharal Nehru spoke of the scientific temper," she said and 
reminded that science and books were very much part of man's life. 


Books were the last form of entertainment, Mrs, Gandhi added, through which 
the reader can be acquainted not only with the subject but with the writer and 
through them one could reach out to many other cultures and new ideas, 
"However, most of us have not cultivated the reading habit," she stated. 


Mrs. Gandhi in a reminiscent mood recalled how much time Jawaharlal Nehru 
devoted to reading. She said she also sought solace in books during her 

earlier days since she did not have brothers or sisters, "My companions 

were nature and books," she said. 


People often though, Mrs. Gandhi said, that formal education was connected 
with intelligence, "It is not so, It may help gain intelligence. The so- 
called unlettered are not unintelligent." 


Mrs. Gandhi said the country's long and fascinating history, courageous fight 
for freedom and now difficult struggle for development should be known to the 
people, and tastes, temperaments especially children. In a big country like 
India, people shouldknow about its diversity. 


Talent Encouraged 


Pandit Nehru, she said, liked people of all talent found in the common man 
should be encouraged, she said. 
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Earlier, Mrs. Gandhi released the fifteenth volume of selected works of 
Nehru and "Glimpses of World History" following a request by Mr. Narielwala, 
secretary of the Jawaharlal Nehru Memorial Fund, for formal release of the 


volume. 
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INDIA MAKING BID TO BOOST ARMS EXPORTS 
Bombay THE TIMES OF INDIA in English 21 Nov 82 p l 
[Article by K. N. Malik] 


[Text] Backed by the government decision last month to increase India's arms 
export manifold, Indian officials are here to explore the possibilities of 
arms sale deals. 


Though Britain is hardly a potential buyer for Indian small arms and ammunition, 
London is one of the world's major centre of legal and clandestine arms deals. 


India, which at present manufactures in its government ordnance fa.-ories 

and nine public sector factories arms and ammunition worth Rs. 1,800 crores, 
exported last year arms worth only Rs. 4 crores. One time, India sold arms 
wothr over Rs. 20 crores but decided to restrict exports because of political 
and international considerations. 


The Indian cabinet decided last month that in view of the bleak foreign ex- 
change prospects and in order to create spare capacity which can come handy 
in emergencies, manufacturing capacity of ordnance factories should be in- 

creased. It also decided to boost exports which is perhaps the only way to 
underwrite the production of spare arms and ammunition in peace time. 


At present, India is handicapped in selling arms and ammunition abroad be- 
cause the low level of production does not permit the possibility of any major 
arms deal. Another problem is the low level of sophistication it has achieved 
so far. Recent tests near Manchester of India-made light machine gun brought 
home this point to Indian officials. They were told after the factory trials 
that the wood work and steel work were crude and so could not be sold abroad. 


Low Production 


Besides improving the level of production and sophistication, the government 

will also have to change its highly, moralist attitude. Morals and arms sale 
are not compatible, sources point out. India will have to go easy on insis- 

tence on end user certificate or at least not to bother as to where the arms 

finally land up. 
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A few years ago, Centurian tank deals created a furore in Indian press and 
parliament as the tanks meant for Spain actually reached South Africa with 
whom India forbids any trade. 


Indian officials say they would achieve a breakthrough in arms export as 

there have been many inquiries especially from the African countries, the 

West Asian and South-East Asian countries. They however, insist that the 
government would continue to insist on end user certificate and would ensure 
that the arms and ammunition sold by India went to countries which had actually 
bought the merchandise. 


The government has set up a high-power committee comprising top secretaries 
which will devise ways to boost production, exports and overseas deals. It 
will meet early next week. The government, which has entered into collabora- 
tion with Sweden for manufacturing 106 RCL guns, hopes to export these guns 
in four years. It also hopes to enter the switch trade by buying arms and 
ammunition in excess of the country's needs and exporting them to a third 
country. It is also exploring possibilities of joint ventures in India or 

in a third country for the production of defence equipment. Some countries, 
including France, have evinced interest in such ventures. 


India's arms production is now modelled on the Soviet or British pattern. 

Arms and ammunition manufactured in collaboration with the Soviet Union can- 
not be exported, but the British type or those manufactured in collaboration 
with some Western countries can be exported with the collaborators’ permission. 


Production Pattern 


Indian officials say that the potential markets for Indian arms are former 
British colonies in Africa such as Kenya, Uganda and Zambia, countries of 
West Asia, like Iraq, Iran, Saudi Arabia and Kuwait, and Singapore, Malaysia 
and Thailand in South-East Asia. The officials add that many dealers have 
evinced an interest in arms and ammunition scrapped by the defence forces. 
The rate of scrapping is pretty fast, and India could earn a sizable amount 
of foreign exchange from this source. 
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EXPORT CREDIT CORPORATION TRIES FOR NEW EXPORT MARKETS 
Bombay THE TIMES OF INDIA in English 21 Nov 82 p 10 


[Text] The Export Credit and Guarantee Corporation (ECGC) proposes to expand 
its activities manyfold in the next few years by helping exporters to penetrate 
into new markets, as also by offering new schemes to them for covering not 
only political risks but also commercial risks. 


Mr. D. D. Sathe, who relinquished his post of chairman and managing director 
of the corporation last week after being in office for five years, told 
newsmen in Bombay on Friday that the corporation had lot of opportunities 
ahead in Africa, which offers India a tremendous export potential. He said 
exports to Africa had trebled to Rs. 300 crores in the past few years. 


Under the "Africa Plan" formulated by the government, exports were expected 
to reach Rs. 1,500 crores by 1985-86, he said. 


Mr. Sathe said since the scope for increasing exports to the western countries 
was limited, efforts were needed to concentrate more on other markets. He 
said besides Africa, there was good scope for increasing exports to Latin 
America, West Asia and South-East Asia. He said the corporation had developed 
new markets in Saudi Arabia and Algeria recently. 


Agricultural Products 


He agreed that while helping exporters to penetrate into new markets, the ECGC 
would have to cover more of political risks than commercial risks. However, 
even if the ECGC had to pay claims on this account, it would be worthwhile 

if the country was able to increase its exports sizably in the coming years. 


Mr. Sathe pointed out that the corporation had a present about two dozen risk 
policies. He said ECGC was the organisation in the world of its type which 
covered a wide range of credit risks. 


He said the corporation had formulated three new policies which would be 
introduced soon. The first was to guarantee the quality of the products, 
exported by the Indian exporter, to the buyer, the second to protect the over- 
seas stocks of goods of the Indian seller, and the third to help foreign 
tourists in spot buying. 
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Mr. Sathe said the corporation, in collaboration with the National Bank for 
Agriculture and Rural Development (NABARD), was formulating a scheme for the 
export of agricultural products, particularly cut-flowers, house plants and 
fruits. 


Under the scheme, the corporation would give a guarantee to banks for granting 
advances to growers. He hoped that this would give a fillip to exports of 
many agricultural products particularly to west Asian countries. India could 
score over several western countries in these markets swing to nearness of 

the markets. 


Talking about the corporation's activities, Mr. Sathe said although the cor- 
poration had restructured its premium tables from February this year with 
slight upward revisions, they were still the lowest in the world. 


The corporation has changed the pattern of political and commercial risks. 
In the developing and underdeveloped countries, nearly 95 per cent of the 
insurance claims were of a political nature. The corporation was able to 
get back these claims after a time lag. In developing countries, it had to 
cover more of commercial risks. 





Mr. Sathe said in the past few years, "we have gone not recklessly, but 
systematically in decentralisation. Besides strengthening the inspection 
system, it had introduced management information system. These measures were 
expected to help it for its future growth, he said. 


The risk value has increased from Rs. 2,978.43 crores in 1976 to Rs. 7,415.21 
crores in 1981 and is expected to be around Rs. 8,500 crores this year. The 
premium income has risen from Rs. 5.08 crores in 1976 to Rs. 13.61 crores in 
1981 and is expected to rise further to Rs. 16 crores this year. Net claims 
amounted to Rs. 1 crore in 1976, Rs. 2.91 crores in 1978, Rs. 4.77 crores in 
1979, Rs. 4.60 crores in 1980 and Rs. 12.86 crores in 1981. These are ex- 
pected to be around Rs. 15.32 crores in 1982. Mr. Sathe said 95 per cent of 
these claims were on account of political risks. These would take two to 
three years to come back. There has been a significant increase in the 
funds employed by the corporation from Rs. 17.55 crores in 1976 to Rs. 64.13 
crores in 1982. 


Mr. Sathe said there was a great potential for increasing project exports. 
The corporation was gearing itself to help exporters and other organisations 
engaged in this field. 


The number of bids cleared in 1978-79 was 440 with a total value of 

Rs. 6,619 crores. Of these 104 bids for Rs. 744 crores were secured by 
Indians. In 1979-80, the number of bids came down to 429 and in 1980-81 
further to 318, but the total value increased to Rs. 7,127 crores in 1979- 
80 and durther to Rs. 7,545 crores in 1980-81. Indians secured 66 bids for 
Rs. 536 crores in 1979-80 and 64 bids for Rs. 1,134 crores in 1980-81. 
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During the year ended December 1979, the ECGC issued 55 such policies and 
issued guarantees for 162. In 1980, it issued 109 policies and guaranteed 
306 proposals, while in 1981, it issued 167 policies and guaranteed 593 


proposals, In 1982, the number of these policies is expected to rise to 200 
and guarantees to 525. 
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SECURITY STRUCTURE, RELATIONS WITH PRC DISCUSSED 


Bombay THE TIMES OF INDIA in English 18 Nov 82 p 8 


[Article by Inder Malhotra] 


[Text] 


7° talk of the India-China war 
8) 


f 1962, even two decades 
after the event, 1s to touch a raw. 
nerve. This should be clear from 
the reaction to the two articles on 
the subject published in these co 
lumns last month to coincde with 
the twentieth anniversary of fhe mas- 
sive Chinese invasion of Ladakh 


“and NEFA, since renamed Aruna- 
_ chal Pradesh. Some of the perti- 


nent points raised in the lively dis- 
cussion nced to be dealt with, es 
pecially now that we are approach- 
ing the 20th anniversary of the day 
when the war ended as suddealy 
as it had begun. | 

The relatively minor matters 
should be disposed of first. In am 
otherwise thoughtful contribution 
to the correspondence coiumns of 
this newspaper. Mai-Gen. S. N. 
Antia (retd.) hes held it ‘rather 
unfortunate” that the generals and 
others responsible fr the debacle 
on the bleak Himalayan heights 
should have been mentioned oy 
name. The reasoning behind nis 
complaint is far from clear. Why 
should a historkal analysis of a: 
traumatic national experience shy 
away from naming those who 
brought avoidable esdiotion on 
this country or were guilty of 
much negligence, incompetence and. 
worse? 


Maj.-Gen. K. C. Mehra has gone. 
farther than Gen. Antia. He bland- 
ly denies divisions within the army 
top brass during the troubled years 
preceding the Himalavan war. In- 
deed, flying in the face of over- 
whelming and irrefutable evidence, 
he makes the astonishing claim that 
those on whom ‘fell the burden of 
fighting the 1962 war were weil- 
trained, well-ied and every inch 
projessionai’. Emphasis has been 
added to underscore the claim's 
total untenapility. 


Divided Leadership 

It bears mentioning that these 
lines are being written on the 20th 
anniversary of .he disgraceful day 
when the top leadership ot the 
gallant Indian army reache! its 
nadir. A divisional commander, 
hell-bent on abandoning the per- 
fectiy defensible Se La, was scream- 
ing on the telephone for permis 
sion to withdraw. The socps -om-~- 
mander, to whom the frantic re- 
quests were addressed, was not 
available. He was, as usual, heli- 
coptering around. Present at the 
corps headquarters, however, were 
the chief of the army staff and 
the GOC-in-C of the eastern com- 
mand, both senior to the elusive 
corps commander. But they would 
not give the divisional commander 
any order one way or the other. 
Does one have to say more in re- 
ply to Gen. Mebra? 

Unlike him, Lt.-Col. Absant 
Deexit (retd.) concedes that the 
army leadership in 1962 was “deep- 
ly divided, riven by personal ambi- 
tions of opportunists.” But he is 
at one with Gen. Mehra and others 
in ~— down the role of the 
army leadership in the Himalayan 
disaster and concentrating his fire 
on others including Mr. Nehru, 
Mr. Krishna Menon, the then in- 
telligence chief, Mr. B. N. Mullik, 
“and so on. 

Le.-Gen. A. M. 'Vohra (cetd.) 
asserts that the then chief of ‘he 
army staff, General P. N. Thapar, 
was “reported to have advised 
against military action in NEFA” 
but his advice went unheeded. This 
is contradicted even by Gencral 
Thapar's' own testimony. Having 
maintained a dignified silence for 
eight years Gen. Thapar tried to 
exculpate himself in 1970 and made 
the startling disclosure that he was 
“planning to go to Mr. Nehru” and 
advise him against military action 
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mut just when he was “setting ‘nlo 
his car” he was stopped. By wrom” 
hy the udiquitous Mr. Mull.k. of 
course! Can there be a more tel- 
ling case of the apologia being 
worse than the lapse? 


More pertinent than the dismal 
goings-on in the past :s the ques- 
tien whether the. decision-mahii3 
processes and structures in the vital 
field of national secunty have im- 
proved during tHe intervening penod 
of 20 years. On this crucial .sud- 
ject Gen. Antia ays: “Our nation- 
al security apparatus remains as 
ineffective as it was then. We have 
no worthwhile organisation at the 
highest government level to co- 
ordinate effectively all aspects of 
our national secunty plannine and 
execution”. There is an clement of 
truth in what he says. But he has 
obviously expressed himself 2 tri- 
fle too strongly. For, in all fairness 
it must be admitted that things 
have improved since 1962 though 
the improvement is minor rather 
than major. 

It is unfortunately true that in 
the apsence of an integrated view 
of problems of national securit7, 
backed by expertise that is both 
sufficient and sustained. vital issues 
continue to be decided tn a slip- 
dash manner by hurned meetings 
of overworked ministers, bdureau- 
crats and service chiefs. But here 
again the question is whether an 
Organisation like the national secu- 
rity council is being blocked by 
the politicians alone. 

Or, to face the question squarely, 
we must ask ourselves whether the 
formation of a national security 
council will serve any useful pur- 

unless there is first a change 
in the political, bureaucratic and 
military culture in this country. 

The composition of the proposed 
council cannot possibly varv rats- 
rially from that of the cabine:s 
committee on poiitical affairs 
(CCPA) which consists of the 
Prime Minister and ministers of 
defence, external affairs. home and 
finance and is at present the fina! 
arbiter of all issues oertiining io 
national security and def:rce. !luw 
can the character of the CCPA, 
in relation to national security is- 
sues, change, unless some way i¢ 
found to place at its disposal the 
etpertise of those who specialise 
in prodlems of defence and strate- 
gy on a continuing basis and do 
not flit from” the ministry of de- 
fence to rural development as a 
matter of course. 


4600/1354 


Vital Refornr Blocked 


lhe defence services’ OWN cun- 
(ridutiwn to suund Gecision-mani.g 
on national security leaves much 
to be desired. Each service, quite 
apart from concentrating on ils 
parochial interests rather than on 
india’s wider security interests as 
a whole, speaks ogly im one voice 
— that of its chief — irrespective 
of whatever differences of opinion 
might exist within the service. 

This is unhealthy, contrary to 
the practice prevailing elsewhere 
and not at all in consonance with 
what Mr. Nehru had intend:d 
when. in the mid-fifties, he abolish- 
ed the posts of the commanders- 
in<hief of the three armed forces 
and appointed chiefs of army, navy 
and air force. He had categorically 
announced then that there would 
be army, navy and air force coun- 
cils and, as in Britain, all mem- 


bers of each council would have 
access to 
highest level. This wholesome plan 
was thwarted by the then serve 
chrefs, especially the chief of ‘He 
army staff, just as the military top 
brass has blocked another sensiole 
reform only the other day- 
After deep thought, Mrs. Gaadhi 
nas inclined to raise the ranks of 
the too commanders in the field 
to that of gencral, sdmiral and 
air chief marsha! with a view to 
gaining greater flexioility in ‘oth 
appointments and consultations, be- 
sides, of course, opening up great- 
er avenues for promotion and 
keeping in service outstanding men 
who could not be made service 
chiefs. 
fronically, the Indian armed 
forces are the only ones to ooject 
to up-gtadalion of posts. just $$ 
they are stickicrs for seniority as 
the sole criterion for promotion 10 
the post of the service chief. There 
is only one four-star general for 
an army of $00.000 in this count- 
ry. Ihe British asmy is half us 
size and has as many as seven full 
generals. Io the Soviet Union the 
numoer of marshals runs into scores 
and that of four-star generals into 
hundreds. . 
As for senioriv, several fieid 
commanders in Britain and the 
United Saates dunmag the second 
world war were senior to Field- 
Marshal Alanorcoke and Genera) 
George Marshall respectively. The 
situation was the same on the other 
side of the full. Almost all the 
German field-marsbals were fight- 
ing in the tield. The chief of the 
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the government at the. 


army staff ‘OKH) was General 
Halder. Hitler's chief military aide 
was Field-Marshal Kertal bu? tie 
was outranked bv Field “Marshals 
von Rundstedt, Bock and Leed. 


Sino-Soviet Dialogue 


Finally, a brief point about dip- 
lomacy which is but the other side 
of the coin of defence. The cur- 
remt state of the India-China dia- 
logue, intended to solve the vdorder 
dispute and thus improve relations 
between the two Avian giants, is 
of the utmost importance. 

Since it was last discussed in 
these columns on Octonrer 21, a 
number of crucial developments 
have taken olace though the sig- 
nals received from Beijing some- 
umes tend to be contradictory. For 
instance, a delegation of social sci- 
entists, headed by Mr. G. Partha- 
sarathi, a confidant of the Prime 
Minister, has had detailed talks 
with Mr. Deng Xiaoping. During 
these, the top Chinese leader spoke 
with much greater warmth than 
ever before on the need to im- 
prove Sino-Indian relations. And 
yet meuwther to Mr. Parthasarathr 
nor to any other interlocutor have 
the Chinese leaders given the slight- 
est Aint of departing even fraction- 
ally from the substantive Chinese 
position on the border which ‘s 
totally unacceptable to India. 

The other, even more significant 
development is the sudden spurt in 
the Sino-Soviet dialogue, at one 
t:me considered a non-starter. \fr. 
Huang Hua, ihe highest ranking 
Chinese leader to visit Moscow in 
two decades, has had fruitful talks 
with Mr. Gromyko. Moreover, he 
was treated as part of the socialist 
fraternity (something that would 
have been unthinkable even a few 
vears ago) and was singled out. 
for special consideration. by Mr. 
Andropov. An improvement in 
Sino-Soviet relations should accele.- 
ae not —- the quest for. a 

procnement between th : 
ry and China. — 
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KUALA LUMPUR FAIR FAILS TO BOOST INDIAN IMAGE 


Bombay THE TIMES OF INDIA in English 20 Nov 82 p 7 





[Article by Dilip Mukerjee] 


[Text ] 


(oo, OO IT r J 

1 Indiaw trade fair held herg 

drew a considerable number 

ef visitors. It is also claimed -to 

have generated business worth 

several million dollars. But it not 

only did not enhance the Indian 

image but.muight ,bbave done it some 
Camage. 

As it is to be expected, there is 
pienty of mutual recrimidutiom ‘et- 
ween the 57 individual exbihitess and. 
the fair’s organisers, the sade Fair. 
Authority of India. Clearly, both sides 
are at fault but it is difficult to 
judges to what extent each is to. 
blame. 

Here is a partial list of what went 
wrong. One stall . “displayed”... tiles 
ty presenting three aluminiom-bouad 
frames containing samples. ied 


frames, the largest measuring 40 om 
by 4) cm, sat on a wooden platform 
built into the stall The allo te? 
space, some 1.929 sq. metres, was 
totally bare except for: the’ framet: 
But for the name cf the firm pant- 
ed on the lintel outside, n0 other 
information was offered. 

There was-a five-star Indian Aorta 
running a restacrant. As snyose #ho 
hae been to en Indian fair abroad 
vill confem. such restaurants usual- 
iv attract a lafre number of peooie. 
Thit was so in Kuala Lumpuf, too, 
more so because of the large popu- 
tation here of Indian origin. 


INDIA’S TOURIST FACILITIES 


’ The restaurant, however, had the 
appearance of a teashop on the back 
streets of a minor bazaar at home, 


‘gine. The ones on display 


Plastic table-cloths, peper cups aod 
dishes and a general dinginess did a 
sincular disservice, not only to the 
reputation of the private sector hotel 
in New Delhi but also to India’s 
tourist faci‘ities, 


The fashion show organised by the. 


fair to present Indian textiles was 
just as popular—es it always is at any 
exibition abroad. The collection pre 
sented focussed heavily on si‘ks in @ 
country where the climate is not con~ 
ducive to wearing them—as ore Ma- 
lavsian visitor pointed out to this cor- 
respondent. She a'so noted that focal 
costumes were, with @ so'itary excep 
tien, missing from the collection. 
The textiles section featured, quite 
rightly, hardlocms because there is no 
scope for Indian mi!'’-made febrics or 
garments in a market swamped by 
cut-price exports from Hong Kong, 
Taiven and China. But. alas, the 
hznd'oom sarees and fabrics displayed 
by Tam't Nadu co-operative and pri- 
vate _unit units were extremely shoddy in 


‘the judgment of know'edgeable Indies! 
visitors. : 
3 Garments were on display too, but 

®@ poorer assortment is hard to ima- 
looked 
crumpled. A fair official claimed that 
there had‘been no time to tidy up he- 
cause of delayed customs clearcnce. 
Theat may have been so but the gar- 





‘ments stayed unpressed til] the ciose 


of the exhibition ten days later. 
Except for one or two, tle 37 In- 
dian firms which have joint ventures 
in this coun were conspicuously 
absent from exhibition, “No, wa 
could not persuade them to partici- 
pate,” the fair official lamented. 
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Some of the displays were mounted 
by giant public sector entities like 
Bharat Heavy Electricals. This firm 
has done a respectabie vo'ume of busi- 
ness in this country, but all it bother- 
ed to nut up was a series of panels 
advertising its size, and so on. Visual- 
ly. the disp'ay was duller than ditch 
water. ° 

Bharat Electronics did somewhat 
betrer. It brought along the voting 
machine that is now beginning to be 
used in Indian elections. It was im- 
pressive, but as one elec:ronical'y- 
minded visitor asked: “Why such poor 
finish?” 

This came back con- 
vinced that many exhibitors had join- 
ed half-heartedly or even reluctantly. 
They entered because they had to for 
one reason or another, The ‘ack of 
interest and motivation showed up in 
the poor disp’ays. 

A fair official argued that the site 
of the exhibition was a handicap, and 
the Isck of facilities stymied the In- 
dian effort. But since other countries 
have put up much ‘nore impressive 


disolays at the same site with the same 


facilities. the arcument is point'ess. 

The whole exhibition cost 
‘Trade Fair Authority: something close 
to Rs. 3 million. This was not 4 large 


‘sum. but even this was a high price 


to pay for what turned out to de 
essentia'ly counter-productive ia terms 
of the impression it left of amateurish- 
ness and, worse still. of casualness to- 
wards selling abroad. 


Other countries ho'ding exhibitions 
here make it the first step towards re- 
cruiting dea‘ers. Some of the exhibitors 
tried to do the same but the success 
ratio was evidently low. 





India’s 

















But for all this, orders have been 


booked and inquiries obtained. A par- 


ticular'y gratifying aspect is the score . 


chaiked up by small-scale units offer- 
ing — products such as 
store pumps, surgical and scien- 
tific instruments and electronic-testing 
equipment. This is a pointer to the 
potential that @ better conceived and 
organised fair could have tapped. 


Some inquiries also came ta for 
large items like tractors and machine 
tools. The purchase of these iends to 
take time, with display at an exhibi- 
tion meant cnly to make known the 
availability of the product. Hindustan 
Machine Too's’ did nevertheless sell 
one lathe, but the more important 
question is whether they found a suita- 
ble teker for their dealership. 


The fair was opened by the Malay- 
sisn minister of primary industry who 
spoke of the “iaternational recogni- 
tion” gained by Indian engineering 
goods and machins tools. The Ma- 


laysian prime minister has often re-" 


ferred to the scope for importing In- 
dian know-how, specially for the 
small-scale sector, 


These comments show that Indian. 
Capabiiities are certain'y not unknown 
in this country, but the opporiunity to 
widen this knowledge was, alas, passed 
Up by holding a sub-standard fair. 

Begum Ali Yavar Jung, 9 director 
of the trade fair authority, was here 
for the opening. She is understood to 
have been disappointed by the quality 


4 the fair, and went back promising. 


set things right. Even if fuwre 
nies e'sewhere benefit as a resuit, the 
damage done to India. by the one in 


Kuala eee will Dersist for a long - 


time. 4 Wiese sn @ 
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STUDY POINTS OUT POTENTIAL FOR TRADE WITH JAPAN 
New Delhi PATRIOT in English 20 Nov 82 p 2 


[Text] A study made by the India-Japan study committee has brought out the 
vast potential for increasing India's exports to Japan and identified several 
agricultural items in this regard. 


The study says that the Japanese trade structure is undergoing a transforma- 
tion for several reasons. There is mounting criticism in Western Europe and 
the United States that Japanese trade is export-oriented and has built-in 
artificial walls blocking imports from other countries. The study says that 
Japan plans to meet these accusations by increasing imports rather than 
restricting imports. 


Japan has been fighting against protectionism and appealed at the Ottawa 
Summit for North-South dialogue for cooperation as it realises that confronta- 
tion between the industrialised and developing countries was one of the major 
dangers facing the world which could only be alleviated by the recognition of 
the inter-dependence of the world and division of labour. 


The study points out that Japan has drawn up a phased programme for the 
vacation of uneconomic, pollution-causing, high-energy and resource-consuming 
production lines. The consumption habits and the living style of people are 
changing and they can no longer be satisfied by indigenous production. All 
these considerations entail liberalisation of Japan's imports, implementation 
of the MIN agreements and greater substitution of intermediary goods in place 
of raw materials. The simplification of the distribution systems, as more 
super markets do their own purchasing directly instead of relying of the 
trading houses, is also a factor in encouraging imports. 


These changing trends in Japan's import policies, according to the study, fit 
in with India's export strategy where more and more emphasis is being placed 
on exporting value-added processed items rather than raw materials. Good 
potential therefore exists for taking promotional measures for expanding 
Indo-Japanese trade. Import of food products to satisfy its people's require- 
ments forms a major part of Japan's import bill and to accomplish this cheaply, 
there exists a vast future potential for cooperation in agricultural trade. 


The study says that over the span of the last thirty years, India's exports to 
Japan declined drastically. In 1951, India's share in Japanese imports 
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accounted for 8.5 per cent and Japan exported 7.5 per cent of its total exports 
to India. In 1979-80, however, Japan's imports from India had fallen to less 
than one per cent while India's imports to Japan were about 12 per cent of 

its total exports. Japan's import trade has expanded considerably but India's 
share has declined progressively over the years and the trade surplus which 
India enjoyed for several years, levelled off during 1980-81 placing a severe 
strain on its increasing balance of trade deficit. India is desperately 
trying to improve its trade position. 


The study says that the complementary nature of the economies of the two 
countries should provide the necessary incentives. The agriculture sector 
offers one such aspect of the complementarity. 


The study says that since the 1970s, Japan's import of food products had 
shown a steady growth. Food items are predominant in India's exports to 
Japan accounting for 27.15 per cent of the total exports in 1981. Consequent 
on the increase in Japanese national income and personal affluence, the con- 
sumption habits of the Japanese underwent a change which in turn has resulted 
in soaring food imports. Most of these are from the West. India offers 
several items of food relatively cheap and should therefore, be able to make 
a bigger dent in Japan's food market. 


The study says that the Japanese are basically fish eating people and their 
demand is met largely by import. Ninety-eight per cent of India's exports 
consist of shrimp. Exports of lobsters and cuttle fish have shown only a 
slight increase. The study points out that in 1980-81 there was a sharp decline 
in the unit value realisation on exports of Indian shrimp to Japan. The fall 
in the Japanese market was due to weakening of the yen, combined with contrac- 
tion in consumption. The Japanese market, says the study, was quite unsteady 
and the prices fluctuated widely in 1980-81. In view of the fluctuations, 

ways and means need to be considered for the stabilisation of trade in marine 
products. Besides the traditional items, there is scope for diversifying 
exports of several other varieties of marine products. These are Elasmobranchs, 
Eels, Cat fishes, Perches, Red mullets, Polynemids, Sciaenids, Caranx, 
Pomfrets, Mackerel, Seer Fish, Tunnies, Soles, Penaeids, Sciaenids, Lobsters, 
Sardines, Sea weeds and frog legs. 


CSO: 4600/1366 
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DELHI MAGAZINE INTERVIEWS SOVIET TRADE OFFICIAL 
New Delhi PATRIOT in English 19 Nov 82 p 10 


[Text ] 





JE tournover of Indo-Soviet’ 
. trade by 1985 would be ar- 
ound Rs 5C00 crores and the pro 
scects of this trade are by no 


means exhausted, reports PTL ~ 


This was stated by Soviet 
puty Minister for Foreign Tra 
B S Gordeev, in an interview to 
bw ® Land publications im 


Mr Gordeev, who {s in India . 


for consultations with his’ In 


dian counterpart said that the. 


results of this year’s trade were 
- quite satisfactory: In fact, it had 
exceeded the 1982 protocol es. 
timates. However, he pointed out 
the “most serious problem” this 
year was the Bombay textile 
strike, as a result of which out 
of the 200 milliog metres of 
cloth ordered: by the Soviet 
Union, only 120 million metres 
had been supplied so far. Of 
course, he added some more 
could be supplied in the next 
month and a half. | 


The Soviet Minister sald that 
this year too the balance of 
trade was in India’s favour but 
he affirmed that.neither India 
nor the Soviet Union was um 
duly “perturbed” over this. 


He said that such imbalances 
were acceptable in a continuing 
trading context. He however, 
said that the Soviet Union fould 
like to have a balanced trade 
and India, too, wag of the same 
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View. Measures were therefore, 


“being taken to balance the trade. 


Mr Gordtev said that these 
imbalances were not going ‘to 
affect new orders, and as for in- 
creased Soviet supplies of goods 
he pointed out, that while the 


Soviet Union offered certain in- 
dustrial 


dian firms 
buy them. 


Asked whether*the new agree- | 
ment sighed during the 7 | 
er 


ber visit of Prime Minist 
dira Gandhi to the USSR would 
help to raise’ the. level of turn- 
over and balance trade, the So- 
viet Minister said that it depend 
ed on both sides carrying out the 
agreement ’ 

Intervening in the ' interview, 


‘USSR trade representative in 


India V P Senin, said that the 
Indian and Soviet Chambers of 
Commerce 4nd Industry had 
been carrying on discussions to 
make the Indian private sector 
take mere active interest in the 


Soviet market and in what the 


USSR had to offer by way of 
equipment and machines. 


In this connection, he pointed 
out, that 90 per cent of Soviet 
purchases from India were from 
private sector which had not yet 
taken an active interest in the 
Soviet market for its own requl- 
tements. 


Mr Gordeev said that the tn-. 
dian side.was quite happy over 
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were reluctant to. 





oo eee. quantum of Soivet 
purchases of Indian agricultural © 
products. But he was sure that a 
country of the size of Soviet 
Union could buy more of these 
tropical produets from India. 
Everything depended, he said, 
on the rupee funds available 
with the Soviet Union. 


Asked about the prospect of 
India buying more Soviet machin: 
es and equipment, Mr -Gordeev 
said that the USSR was export: 
ing increasing quantities of ma- 
chines and equipment even to 
the highly. developed countries 
like West Germany and France. 
So he expected India to  pur- 
chase more machines and equip- 
ment from the Soviet - market. 
This was a matter of the inter. 
national division of labour, he 
emphasised. . : 





INDIA 


STUDY FORECASTS LOWER GROWTH RATE IN ECONOMY 
Calcutta THE SUNDAY STATESMAN in English 21 Nov 82 p 9 


[Text] The possibility of the country's economy registering a lower rate of 
growth at the end of the current fiscal vear, following a shortfall in the 
production of foodgrain and slower industrial pick-up caused by a slump in 
demand, is forecast by a study of the Federation of the Indian Chamber of 
Commerce and Industry. 


The economy witnessed a growth rate of 4.6% in 1981-82. It was 7.5% in 1980- 
81. Ina mid-year review of the economy, the FICCI study wants the Govern- 
ment to take steps for rapid growth in the remaining six months of the current 
year. 


The current kharif output is going to be much lower at 70 million tons com- 
pared to the target of 83 million tons. Last year's kharif output was 80 
million tons. The output of rice is expected to be 45 million tons against 
50 million tons last year. The production of other kharif crops will be 
much less. , 


The rabi production is urlikely to compensate the loss in the kharif output. 
Thus the total foodgrain production in 1982-83 is going to be 124 million 
tons compared to 132 million tons in the previous year, indicating an over 
all shortfall of 6.1%. 


Industrial activity, which was as high in 1981-82, has been slow in the cur- 
rent year, with the rate of production dropping to 4.8% in the first four 
months (April-July) of the current: fiscal year from 11% in the same period 

of 1981-82. The index of industrial production (base-1970-100) fell to 

164.9 in July from 184.3 in March. The fall in the production in a number 

of industries like tractors, engineering and steel has been mainly on account 
of the slump in demand, resulting in the accumulation of stocks. Recessionary 
conditions in the automobile industry have been because of the credit squeeze. 
For want of refinance, demand for tractors and commercial vehicles fell. Ex- 
cessive imports affected adversely the industries like soda ash, polyester 
fibres, PVC and alloy steel. 


The FICCI study has pointed out that the cost of bank finance for industry 
and wholesale trade has risen sharply with the increase in the interest 
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rates. The interest rate ceiling on credit for these sectors was raised 

to 19.5% in July 1980, from 15% in March 1978. Such a high rate has pushed 
up the cost of production and distribution affecting adversely the profit- 
ability of companies. 


CSO: 4600/1369 
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INDIA 


BRIEFS 


AID FROM FRANCE--India will receive financial assistance to the tune of 

Rs. 79.35 crores (575 million francs) immediately from France under an agree- 
ment signed here today. The assistance is part of the financial assistance 

of one billion francs from France to India for 1982-83. The Assistance will 
be used for the purchase of French goods and services, including consultancy 
charges. The financial facilities provided represent a mix of French treasury 
loans and bank credits. The credit will be utilised to the extent of 

Rs. 66.93 crores (485 million francs) for industrial projects and consultancy 
and to the extent of Rs. 12.42 crores (90 million francs) for purchase of 
light equipment and other commodities. The agreement was preceded by negotia- 
tions on economic cooperation, which began here this morning in an atmosphere 
of mutual trust. Mr. S. V. S. Juneja, additional secretary in the ministry 

of finance, led the Indian delegation. The French delegation was led by 

Mr. Philippe Jurgensen, deputy head of the treasury for international affairs, 
ministry of economy. [Text] [Bombay THE TIMES OF INDIA in English 20 Nov 82 


p 7] 


PROTOCOL WITH USSR--India and the Soviet Union yesterday signed a protocol 

for scientific and technical cooperation in agriculture for 1982-83. The 
protocol, signed by the agriculture secretary, Dr. 0. P. Gautam and the 

Soviet ambassador, Mr. Yuh Vorontsov, envisages cooperation between the two 
countries in a wide range of agriculture and animal science research, including 
soil sciences and plant protection. The protocol would also enable Indian 
scientists to visit the Soviet Union to study breeding and rearing of fine 
fleece sheep, ‘'pashmina’' producing goats, fur animals and mink. Reciprocally, 
Soviet scientists would come to India under the protocol to study India's 
breeding experiences of high-yielding varieties of wheat. [Text] [Bombay 

THE TIMES OF INDIA in English 20 Nov 82 p 15] 





INDO-DUTCH COOPERATION-~An operational project of technical cooperation between 
the Government of India and the Netherlands would be established in the field 
of hydrological studies. This was disclosed by Dr J S Yadav, Vice-Chancellor 
of the Haryana Agricultural University (HAU) here after a meeting with the 
members of dutch delegation which arrived here yesterday to finalise the 
details of the technical programme for operational projects in consultation 
with the UAU scientists. [Text] [New Delhi PATRIOT in English 21 Nov 82 p 8] 
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TRADE WITH AFRICA--There is scope for the export of engineering goods, agri- 
cultural implements, chemicals, drugs and pharmaceuticals to Nigeria, Egypt 
and the Ivory Coast. A five-member delegation from the Bharat Chamber of 
Commerce, Calcutta, which visited the three countries recently and had 
meetings with Government officials and some business men, felt that there was 
scope for setting up joint ventures there. A brochure giving the findings 
will be submitted to the Union Government for consideration. A spokesman of 
the delegation told reporters in Calcutta on Friday that Nigeria had the 
maximum potential, for the import of mechanical and electrical machinery, 
medical goods, textiles and garments, meat and meat preparation, scientific 
and optical instruments and bicycle and bicycle parts. The official policy 
and banking facilities were favourable for setting up joint ventures. [Text] 
[Calcutta THE STATESMAN ir English 20 Nov 82 p 3] 


LOK DAL (K), CONGRESS (S)--Patna, November 15 (PTI): Some top leaders of the 
Lok Dal (K), the Congress (S) and the Janwadi party have agreed to merger 

on the basis of a common programme by the end of December. This was announced 
in a joint statement issued here yesterday by Mr. Karpoori Thakur, president 
of the All-India Lok Dal (K), Mr. Chandrajit Yadav, chairman of the All-India 
Janawadi party, Mr. Ram Lakhan Singh Yadav, president of the Bihar state 
Congress (S) and Chaudhury Brahma Prakash, another Congress (S) leader. 

The statement said efforts were also being made for the unification of all 
other like-minded democratic, sccialist, progressive and secular parties on 
the success of which a common programme would be announced, Mr, Chandrajit 
Yadav said the unification of these like-minded parties did not mean forma- 
tion of a united front. Jt would be a complete merger into one party as an 
alternative to the Congress (I). On common programme he said, if the other 
parties did not respond quickly, the Lok Dal (K), the Congress (S) and the 
Janwadi party would formally take a decision for merger by the end of this 
year. [Text] [Bombay THE TIMES OF INDIA in English 16 Nov 82 p 6] 


ENVOY TO SRI LANKA--Colombo, November 15: The new Indian high commissioner, 
Mr. S. J, S. Chhatwal, today presented his credentials to the President, 

Mr. Jayewardene at the President's house. [Text] [Bombay THE TIMES OF INDIA 
in English 16 Nov 82 p 13] 


SCIENTISTS TO PRC-~An eight-member delegation of scientists of the Indian 
National Science Academy will visit China for two weeks from November 19. 

The visit of the Indian scientists is in response to the invitation from the 
Chinese Academy of Scientists. The delegation, led by Professor, 

M. G. K. Menon, member of the Planning Commission, comprises the front- 
ranking scientists in the field of nuclear physics, solid state chemistry, 
chemical technology, earth sciences, atmospheric science, cytogenetics and 
environment, protection and conservation. During its two-week stay in China, 
it would visit various scientific and academic institutions at Beijing, 
Manjing, Shanghai, Hangzhou and Guangzhour. It would also explore the 
possibility of cooperation in the area of science and technology between 

the two academies. The other members of the delegation are: Dr Devendra Lal, 
director, the Physical Research Laboratory, Ahmedabad, Dr C. N. R. Rao, 
chairman, solid state and structural chemistry unit of the Indian Institute 
of Science, Bangalore, Professor (Mrs) Archanna Sharma, Department of Botany 
Calcutta University, Dr T. N. Khoshoo, secretary, Department of Environment, 
New Delhi, Dr P. K. Iyengar, director, Physics group, BARC, Bombay, 

Dr A. P. Mitra, director, National Physical Laboratory, New Delhi, and 
Professor M. M. Sharma, Department of Chemical Technology, the University 

of Bombay. [Text] [Calcutta THE STATESMAN in English 19 Nov 82 p 7] 
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SCIENTISTS TO USSR--Indian scientists will visit the Soviet Union to study 
breeding and rearing of fine-fleece sheep, Pashmina goats and fur animals, 
reports UNI. They will also study the Soviet technology of sunflower produc- 
tion and advance detection of plant diseases. Soviet acientiata will alao come 
to this country to study India's breeding experiences in high-yielding varieties 
of Wheat. Cooperation in a wide range of fields in agricultural research is 
envisaged in a protocol signed in Delhi on Thursday by Director-General of 
Indian Council of Agricultural Research (ICAR) Dr O P Gautam and Soviet 
ambassador Yuli M Vorontsov. The protocol, on scientific and technical coopera- 
tion in agriculture for 1982-83, provides for exchange of information and 
specialists in crop science, soil science, plant protection, animal husbandry 
and other subjects. In crop science, the two countries will exchange special- 
ists and information on breeding and seed production of wheat, sorghum, cotton, 
Sugar beet, sunflower and forage crops. They will also exchange plant material 
and seed samples of horticultural crops. [Text] [New Delhi PATRIOT in English 
19 Nov 82 p 10] 


CSO: 4600/1361 


114 








IRAN 


"DOMINEERING WORLD POWERS' BLASTED IN CHRISTMAS MESSAGE 
Tehran TEHRAN TIMES in English 26 Dec 82 pp l, 2 


[Text] Tehran--Hojjatoleslam Khamenei, the president of the Islamic Republic 
of Iran sent out a message of congratulations on the eve of Christmas. In his 
message the president gave his greetings to the Christians of the world and 
specially to the Iranian Christians. The president wished felicity, safety 
and peace for them. 


He went on to say in his message: "The New Year begins at a time when the 
domineering world powers pursue their policy of aggression against the rights 
of the oppressed people of Latin America, Lebanon, occupied Palestine and 
Afghanistan and other countries of the world. 





"Homes are bombed and the days are turned into nights of endless despair. The 
self-imposed deprivation of today's man and his ignorance of the teachings of 
Divine messengers has put the opportunity into the hands of tyrants to trample 
their rights. 





"The tragedy of our time is that while the domineering world powers pay lip 
service to religion and Divine prophets and saints, they do everything in 
their power to bar humanity from pursuing the path of the prophets which is a 
path of universal felicity and peace for mankind. 


"The support extended by governments and world powers to tyrants and their 
oppression of deprived masses is something that should be remedied through re- 
sort to the teachings of prophets and through the mighty hands of the world's 
free men. The screams that arise from the oppressed of Palestine and Lebanon, 
Africa and Latin America and the bereaved women and orphaned children of the 
cities of Abadan and Dezful are cries that tell of a single pain. 


"The support extended by the reactionary powers of the region and hegemonic 
Superpowers to the lackey regime of Iraq also indicates the condition of a sick 
humanity. If the rightful cry of the Iranian nation is buried under the moun- 
tainload of the propaganda of imperialists and Zionists, it fails to reach the 
ears of the world, is not a cause of wonder because most of the governments 
claiming to follow Islam and Christianity have in practice adopted a policy of 
action which was the target of the struggles of Christ and Prophet Mohammad. 


"The massacre of the people of Dezful through the atrocious regime of Iraq to 
revenge the glorious victories of the Moslem combatants is a sign of moral 
degeneration of those who speak of human rights. 
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"However, we shall not relax in our search for reclaiming our principal rights 
on the basis of Human Principles and teachings of all the prophets and are con- 
fident that the subversive designs of unjust Superpowers will not stop us from 
advancitig towards our righteous ideals. We are confident that the righteous 
ears of Humanity shall hear the scream of this nation in spite of the din of 
false propaganda and they shall welcome these ideals, 


"In the end I thank for the cooperation extended by our fellow citizens, the 
Christians, with their Moslem brothers and sisters. Once more I congratulate 
them on the event of the birth of Jesus Christ." 


CSO: 4600/169 
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TRAN 


IRAQI PEOPLE URGED 'TO DEAL FATAL BLOWS ON BA'TH REGIME’ 


Tehran TEHRAN TIMES in English 22 Dec 82 p l 


{Text } 


CSO: 


TEHRAN (IRNA) - Hoyatol- 
eslam Mohammad  Bager 
Hakim, spokesman of the Iraqi 
Islamuc Revolutionary Coun- 
cil, Monday urged Iraqi people 
to mse up and deal fatal biows 
on che Baarhist regime, call- 
uig On the fraqi army to join 
fevolutionanes to curtail the 
fegime's criminal acts. 


Hoyatolesiam Hakim, 


most sophisticated weapons 
from international imperial 
ism. 

According to reports, 
France has put modern missiles 
at the disposal of the Iraqi re- 
gime, Hakim said, adding thar 
lack of support along the 
people would ultimately de- 


feat the regime. 
Commenting on the receat 


speaking-after a council's meet- | bomb blast at the igaqi News 


ing here, stressed that the Is- 
lamic Revolution of Iraq, 
which had so far presented 
many martyrs, would continue 
On its path in order co become 
free from the present Baathist 
fegime and establish an Islamic 
sovereignty there. 

He said chat a plan for the 
general mobilization of Iraqi 
people was discussed at the 
council’s meeting since Iraqis 
residing in [ram were insisting 
on playing an effectwe role in 
the war — Saddam 
Hussein. 


Referring to the recent | 


Iraqi missile attack against Dez- 


ful, Hoyatoleslam Hakim said — 


that this was not the first time 
that Saddam's lackeys attacked 
residential areas in retaliation 
against their military defeats. 
But, he stressed, none of chese 
vicious acts would seve Saddam 
alchough he was receiving the 
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Agency's headquerters, che 
council's spokesman said that 
prior to the explosion, Moslem 
Iraqi Mujahideen had warned 
foreigners residing in Iraq to 
leave 


The explosion, he added, 


Abu Feda also proved that 
Imam Khomeini's leadership 
was not confined to the Mos- 
lem people of Iran but to all 
oppressed of the world. Hakim 
said that the incident was 2 
positive response to the Imam’s 
call on Iraqi people to revolt 
against the Iraqi regime. 

The spokesman of the 
council further said thar the 
responsibility for the explosion 
was claimed by an Islamic 
group in Iraq and not the Iraq: 
islamic Revolutionary Council. 

Namutg the operation 
after the council was only an 
approval of the council by 


took place through the devo- | the movement of Iraqi Muia 


tion of a Sunni Moslem, Abu 
Feda, who drove a Landrover 
carrying 400 kilograms of TNT 
into the building, destroying 
the building and damaging the 
adjacent building where a 
group of Iraqi security officers 
were holding a meeting. 

According to reporters +0 
foreigners were injured dur- 
ing the incident and several 
Iraqi officers were killed, 
Hoyjatoledam Hakim added. 
He remarked that Abu Feda’s 
martyrdom showed that Iraqi 
combatants, both Shi'ite and 
Sunni, were opposing Iraqi re- 
gime. 
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hideen, he added. 
An Iraqi military announ- 


- cement on the incident showed 
. how severe it was but connect- 


ing it to the alleged shelling of 
Iraq's border cities was the 
same old story which the Iraqi 


- fegume was propagating eVéry- 


day, Hojjatoledam Hakim 
He stressed that Mosiem 
iraqi people who lied in bor- 
der areas knew that Islamic 
combatants could destroy 
these cities in the course of few 
days tume but Imam Khomeini's 
instructions had = prohibited 
them from doing sw. 














IRAN 


ANALYSIS OF POLITICAL SITUATION IN IRAN SINCE REVOLUTION 
Sofia OTECHESTVEN FRONT in Bulgarian 2 Dec 82 p 4 
[Article by Anton Khristov: "Under the Slogan of ‘Islamic Renaissance'"] 


[Text] During the nearly 4 years since the fall of the monarchy, events have 
occurred in Iran the complex neture of which hindered the objective reflection 
of the revolutionary process in that country and has also given grounds for 
malicious observers, hostile toward the Iranian revolution, to launch specu- 
lations and deliberate accusations aimed either at the Islamic leadership or 
the members of left-wing democratic parties and organizations. 


It is true that the Iranian revolution experienced a complex stage in its de- 
velopment. The reasons and the nature of the 1978-1979 revolution and the 
subsequent exceptionally grave internal political struggle may be understood 
only by looking more closely at some specific features in the historical devel- 
opment of Iranian society and the characteristic national features of the coun- 
try, and by clearly demarcating the stages in the revolutionary struggle prior 
to and after February 1979, summing up the main sociopolitical forces involved 
in this struggle. 


The revolution in Iran contained a very strong element of surprise. It was un- 
expected by the shah and his imperialist supporters. Until the mid-1970s, and 
even unti] the second half of 1978, the Western press claimed that Iran was 
marching toward an "era of blossoming.” The shah complacently claimed that he 
personally would make the country one of the five most developed industrial 
countries in the world. In the middle of 1978, however, the numerous statues 
of the "great reformer" were trampled under the feet of the demonstrators. 
Slogans calling for ‘Death to the Shah!" appeared on the walls of the mosques-- 
and there are 80,000 mosques in Iran. 


When Mohammed Rheza Pahlavi, the 446th shah of Iran, fell from the throne, the 
oldest monarchy in the world, which had existed for 25 centuries, disappeared 
and a territory which in Asia yielded only to China or India and in Europe 
equaled the combined territory of five large countries--Great Britain, France, 
Italy, Spain and Switzerland--disappeared from the imperialist chain. 


The Iranian revolution debunked once and for all the title of “Shahanshah"-- 
"King of kings"--which was used for the first time in the year 226 A.D. by the 
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first ruler of the Sassanid dynasty. At the same time the theocratic nature of 
the contemporary Iranian state was establisned, whose December 1979 constitu- 
tion officially proclaimed the country an “Islamic republic” (after the 

1 April 1979 referendum Iran was proclaimed an Islamic republic). The insti- 
tutionalizing of the basic stipulations of Islam reminds of those distant yeats 
dating from the beginning of the 16th century, when the first ruler of the 
Sephavid dynasty (1502-1736), Shah Ismail, became both the temporal and 
spiritual Shi'ite head and the Iranian state assumed a definitely theocratic 
nature. Currently the "Fakih" is the highest position in the state hierarchy. 
He is the supreme spiritual and political leader who controls the activities of 
the parliament and the government, and ratifies the appointment of the presi- 
dent, the prime minister and the ministers. 


The motive forces of the Iranian revolution and the split in their camp may be 
traced through the individual revolutionary stages. Today we already can make 
a certain demarcation between two basic periods--before February 1979 and after 
the victory of the 1979 February uprising. 


Until the shah's regime was overthrown unity prevailed in the revolutionary 
ranks despite differences in terms of the final objectives and methods of 
struggle. The rather sharp socioeconomic contradictions within the country 
were contributing to the process of appearance of unification of the revolu- 
tionary movement of the broadest possible popular masses and the development of 
a single political opposition to the regime. 


The revolutionary organizations such as the "Modjahiddin-e-halk," and the 
"People's Feddain,"” as well as the Iranian People's Party were severely dessi- 
mated. Their leaders had been either physically destroyed or were rotting in 
jail. Their cadres were most fiercely persecuted and subjected to terrorism 
and physical annihilation. At the same time, the most important feature in the 
revolutionary process in Iran was the comprehensive influence of Islam and its 
impact on the outlook of millions of people, its intolerance of the shah's in- 
stitution and its ability to raise slogans which assumed the eqvivalence of a 
desire for social justice. Thanks to the exceptionally strong prestige of the 
spiritual leader of the Shi'ite religion, Ayatollah Khomeyni, under the slogans 
of an “Islamic republic" and "Islamic renaissance," the leadership of the 
political struggle waged by the pecple's masses in revolutionary Iran fell into 
the hands of the Muslim clergy. 


As V. I. Lenin emphasized, the manifestation of political protest under a 
religious garb is a phenomenon inherent in all nations at a certain stage in 
their development. 


A study of the nature of the Iranian revolution defines it as popular and, 
therefore, democratic, antimonarchic, anti-imperialist and anti-American. It 
has remained bourgeois socially and Islamic ideologically. 


After February 1979 the Islamic clergy began to implement its class objectives. 
As pointed out by Soviet scientist Prof R. Ulyanovskiy, the entire set of 
socioeconomic measures so far implemented by the new regime is mainly con- 
sistent with the interests of the petty and middle trade and industrial capital, 
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which removed from economic power the small group of financial-industrial and 
commercial magnates. The anti-capitalist trends which appeared immediately 
after February 1979 remained unrealized. 


However, the February uprising did not immediately bring about absolute power 

to the Shi'ite clergy. Clashes and sharp conflicts among different and revo-~ 

lutionary currents brought about a situation under which a sharp struggle de- 

veloped in Iran on the question of the future nature of the Iranian state and 

the development of the revolution. Since the popular masses are directly con- 
tinuing to participate in this struggle, it is of a revolutionary nature. 


The adoption of the method of time breakdown during the second phase of the 
revolution--the period after February 1979--can help us to see more clearly the 
basic groups of sociopolitical forces in the country. The first stage of the 
post-February phase of the revolution ended with the removal from power of the 
Bazargan government in November 1979. The reason was the sharp struggle for 
power, Bazargan's claims and the support he received from the so-called 
National Front for one-man rule. The reason for Bazargan's fall was the dis- 
closure of secret documents on ties between the special American services and 
some members of his provisional government. 


The Bazargan government followed the capitalist path of development in the — 
country and even suggested to some of the big bourgeoisie, which had left the 
country after the revolution, to return. It called for disbanding the Islamic 
Revolutionary Council, the revolutionary councils and the councils and tri- 
bunals. It openly persecuted the Iranian People's Party and the other left- 
wing democratic parties and organizations. In turn, the Islamic leaders used 
their influence among the masses and continued to concentrate the power in 
their hands. 


During the second stage, after November 1979, the struggle was waged mainly 
within the Islamic political forces themselves. At that stage the power was 
taken over by the Islamic Revolutionary Council, whose chairman became A. 
Bani-Sadr, who took over on 8 February 1980 and who 2 weeks previously had been 
elected the first president of the country. Acting from the positions of the 
bourgeoisie and displaying seemingly more leftist views than his predecessor, 
Bani-Sadr continued Bazargan's efforts to remove the power from the hands of 
the spiritual leaders. This political line weakened his positions. A weaken- 
ing of presidential power began to be felt in the summer of 1980. It was 
temporarily surmounted after the outbreak of the Iraq-Iran war. By the end of 
that stage, in June 1981, Bani-Sadr was removed from power and the Iranian 
revolution entered its next stage--the stage of concentration of political 
power in the hands of the clergy. 


At that stage the opposition began to make more active use of armed violence, 
which was countered by the government with army units totally loyal to the 
clergy. 


During that period, which lasted nearly one year and a half, a wave of 
political assassinations of religious leaders rocked the country. After the 
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assassination of M. Beheshti, secretary general of the Islamic Republican 
Party, on 28 June 1981, and of a number of ministers and members of parlia- 
ment, an attempt was made on the life of President M. Rajai and Prime Minister 
M. Bahonar on 30 August. 


The country's atmosphere was further aggravated by the burden of the war 
against Iraq which, according to some data, cost the two countries dozens of 
thousands of casualties. 


In discussing the problem of the events in Iran and the Iran-Iraq war, Comrade 
Todor Zhivkov stressed in the BCP Central Committee report to the 12th party 
congress that "As we know, our people welcomed with sympathy the anti- 
imperialist revolution in Iran. We maintained traditionally good relations 
with Iraq as well. The military operations which have been conducted between 
the two countries for the past several months have created a new hotbed of 
tension in the Middle East and are seriously damaging the interests of both 
Iran and Iraq. The Iran-Iraq war is exclusively to the advantage of imperial- 
ism, which is making efforts to restore its lost positions in this part of the 
world with the help of this conflict." 


The Iranian revolution is a strong blow at the positions of imperialisn, 
American imperialism mainly,in the area of the Middle East and the Persian 
Gulf, where after the April revolution in Afghanistan and the Iranian revo- 
lution it lost major positions. For nearly 20 years Iran--an active member of 
CENTO, was used as a policeman in fighting the national liberation movement in 
the area and as a bridgehead against the USSR and the members of the socialist 
comity. 


Immediately following the victory of the February uprising, imperialism and its 
allies in the area joined efforts to block the further development of the revo- 
lution. A U.S. military armada was sent to the area of the Persian Gulf. The 
Pentagon strategists formulated the theory of "rapid deployment forces" for 
this area which was immediately included in the list of "vitally important 
areas" of the United States. 


The approach which was taken by the friends of the Iranian people was radically 
opposite. Although the beginning of the third stage of the Iranian revolution 
marks a narrowing of its social base and dulling of its anti-imperialist wedge, 
which is reflected also on the attitude toward it, its principles in inter- 
national relations continue to based strictly on the universally adopted norms 
of international law, which is in the interest of the Iranian people. 


As to the attitude of the Marxists-Leninists toward Islamic political currents, 
it was expressed in the words of Comrade Leonid Brezhnev at the 26th CPSU 
Congress "Of late Muslim slogans are being intensively raised in some oriental 
countries. We, communists, respect the religious convictions of the people 
professing Islam or any other religion. The main thing is the objectives pur- 
sued by the forces which raise one slogan or another. A liberation struggle 
may be developed under the banner of Islam. This is confirmed by historical 
experience, including recent one. However, it also proves that the reaction, 
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which is promoting counterrevolutionary mutinies, can also use Islamic slo- 
gans. Consequently, the entire matter is that of the rea] content of one 
movement or another." 


Bearing in mind that the Iranian clergy is not homogeneous in terms of its 
class structure, it would be difficult to expect a precise definition of the 
direction which the Iranian revolution will take given the current breakdown of 
forces within the ruling party. The remaining two sociopolitical groups--the 
members of the liberal bourgeoisie and the various detachments of the left-wing 
democratic forces and their tactics and strategy--will also influence the de- 
velopment of internal political processes in Iran. 


The path of social development which will be chosen is a matter to be decided 
by the Iranian people themselves. Their best friends are those who do not 
allow any intervention in its domestic affairs and take into consideration its 
problems and respect its sovereign rights. 
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PLO SAID ‘BEING INTEGRATED INTO IMPERIALIST-ZIONIST STRATEGY ' 


Tehran TEHRAN TIMES in English 21 Dec 82 pl 


{Article by Ali Zulfikari] 


[Text ] 


The news of conclusion of an agreement between 
Jordan and PLO signed by Arafat and Jordon’s 
PM Mudar Badran for the formation of a ‘confede- 
ration’ confirms ominous doubts that the PLO 1s 
beng slowly 1 into the imperialist-Zionist 
Strategy in the Middle East 


the context of the imperialist strategy which may 
finally soon result in the exchange of trump 
cards, held by the various parties recognition of 
Israe] on the part of PLO, Israel’s recognition of 
‘the PLO-Jordon confederation with Palestiman 
| auconomy on the West. Bank, and finally the re- 


The Zionist nvasion of Lebanon and expul- | lief of all the parties involved in checking an Is 
sion of the PLO fighters seems to have at last achue- | lamec eruption in the area; | 


ving its aims relocation of PLO mea the Western 


set-up. in hne with the other reactionary Arab re-. 


gimes That, the PLO had refused to enter this ser- 


up ‘hitherto :was,.for example, reflected by Carter - 


the U.S ex-president, in an interview with Swedish 
Television when he said, ‘‘I have had private con. 
versations with many Arab leaders of Jordan, Leb 
anon, Syria, S Arabia, Morocco, Sudan, Egypt 1! 
have never found any Arab leader that would insist 
upon the creation of an independent Palesuman 
nation in the West-Bank area "’ 

Now that the Arab and American leaders 
seem to have changed their mind, as indicated by 
“Fahd’s Plan” and ‘“Reagan’s Plan” shows that 
the PLO finally agreed to mount the track laid by 
US and Zionist strategists and their Arab allies 
That the Soviet Union has agreed to connive at 
this integration is reflected in Mrs Gandhi's 
Statement that the USSR _ would not have any 
role to play in the Middle East cnss gwimg green signal 
to the interested parties to proceed in the nego- 
tanons presided by the imperialists and Zionusts. 
The problem of liberation of Palestine seems now 
to have boiled down from the PLO view-point to 


that of carrying out a ‘winning’ negotiations in 
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~* "The tragic dechne of the PLO’s stand and 


its Ominous integration in the Western strategy, 
more than any thing shows the bankruptcy of the 
materialist “liberation ideologies’’ As the dust 
of str settles down one is stunned at the 
scene as the former fighters emerge as eager volun- 


_ teers to join the ranks of bargainers and eventually 


ending as figurets in the imperialist lackeydom 

The PLO example unveils the absurdity of 
the pretensions ot the self-named revolutionary 
theonsts who have hitherto scribbled that “‘it 1s 
essential to supersede [siam with materialist 
thought” and that “‘an umportant reason for pur- 
ging the liberation movement of Islamic content 
ss that unless this 1s done it excludes many workers 
and peasants throughout Middle East’’! 

The rightful disgrace and discredit that has 
embraced such revolutionaries has heralded the 
triumphant era of appearance of Islam on the field 
of battle against imperialism and its “Jewish” and 
“Moslem” clientele for complete liberation of not 
just Palestne but of all the Moslem countnes from 
the filthy hands of Western and Eastern imper 


talism' 

















SRI LANKA 


BRIEFS 


MORE ARRESTS EXPECTED IN NORTH--The CID expects to make more arrests shortly of 
some of the ‘masterminds’ of the terrorist organisation responsible for recent 
attacks on Police stations in the North and other hold-ups, CID sources told 
THE ISLAND yesterday. These sources said that names of five of the top terror- 
ist leaders were now known following the interrogation of the top terrorist 
leaders were now known following the interrogation of one of the Catholic 
priests under detention. "This clergyman has spilled the beans to a large 
extent and new light has been thrown on some of the recent armed terrorist 
attacks in the North," a CID spokesman said. "With these arrests, we expect to 
solve many of the crimes committed by the terrorists," he added. Meanwhile, 
[words indistinct] cooperation in the North with the Police through fear of 
retaliation was another problem facing security forces in the North. Five in- 
formants had been shot dead by terrorists upto now, according to CID sources. 
[By Srian Obeyesekere] [Text] [Colombo THE ISLAND in English 15 Dec 82 p 1] 


NORTHERN POLICE TO BE ARMED--Police constables will soon be able to carry re- 
volvers when they are on duty according to a top level decision taken recently. 
The first batch of policemen to be armed with revolvers will be those on duty 
in the north, official sources revealed yesterday. This is in view of the dan- 
gers faced by them in the performance of their duties there, the sources said. 
Prior to issuing revolvers Policemen will be given a thorough training in the 
handling of these weapons. The first batch is expected to begin training next 
month. The full force of 18,000 police constables will be armed with revolv- 
ers during the next two to three years the sources said. [Text] [Colombo 

SUN in English 16 Dec 82 p 1] 
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